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Ce ee ae 2 


Unhealthy competition is tad for the 
eunsaming gublic 


17686 Howard says that elimination of exeissive 
or unhealthy competition is :ot detrimen- 
tal to the consumer 


17536 Comuissioner cites Adelaide Steamship ease 
before Privy Council where it is point ed 
mt thet there are eases where excessive 
competition will end in a blow-up 


A737 Reward says over-competition very often 
raiece prices instead of lowering thom 


17638 Yeward mys 1t ie possible that if four 
ol4 companies merged in 1905 hed carricd 
on independently wntil sume of them were 
bankrupt the exeessive campetition which 
existed would heave been elimimted or 
lessened, but with disastrous results to 
the corpaiies, the aharcholders, and to 
the © mMoloyees ani that an enhamament in 
price would beve followed, Seward subsites 
that the eliminstion of exessive conpe-~ 
tition in an ererly ami constructive man+« 
ner waa better forall concerned 


LV846 It was the unhealthy competition that was 
forcing these old companies inte bankrupte 
ey so that they had to 9012 at aub-cost 
prices 


17846 Heward mibnita that cametition is not 
detrimental to the consumer unless it 
meanlts in improper incereeass in prices 
wich the leabter pays ani that there is 
no evidence to chow that there was such 
am increase in prices after the nerger 
or that prices wre improrerly high 
arter the morger 


17989 Heward says a very slight imerease in 
the cost of produting cotton gaoda in 
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Compe tit ion (General) « 2 


occasioned by higher wages ani dhorter 
hourd of labour in dvane of thehnolo~ 
@ieul changee wmwld only result in 
Caneiian milis leasing mom of the domese 
tic market to exporters 


Despite 4 shorter working week the 
worker of today is earning 65% more per 
week and has $844 more purchasing powr 
than in 1920 and this increase hae taken 
place without it being necessnry toes 
imorease cost of production of goods 
prod ced 
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Japanese Competition « 2 


Heward says delegation to Ottawa 
uxi ubtedly mde known to Mini sters 
thelr apprehensions ariging out of 
the Japanese agreexnent 


Heward says “, Dunnine felt the 
textile industry wes untwily alermd 
sbout Japenese competition 


Particular cause for alam waa expoote 
ation of goods coming in 


One purchaser cancelled order and 
returned gooie on account of Japanese 
quotations 


At meeting with Ministers of January 
14th no definite reassurance or definite 
hopes of any remedy were held out to the 
delecati on 


Marx told Broad 541k Group thet curtail- 
mente of the mills wuld be a safeguard 
for thom until the y were able t prove 
%o Goverment the rieks of these import~ 
ations from Japan 


Heward days that letter may not have been 
explicit enough «bout stock situation or 
order situction; bat he does not think 

it was intended as a demonstration to the 
Government or to intimidate the Government 


By not running off looms Gordon put hime 
eelf in a poslticn where be could carry on. 
if fears of Japanese competition proved 
groundless, but if his fears were not 
groundless, he would have to stop anyway 


Rayon taffetasa of the type quoted on by 
Pimher & Co, were not peaiuced at Sher- 
brooke but were produced by Montreal 
Cottons 


Projuction of these two lines of taffetas 
hed been stonped by Mont ree] Cottona in 
Oetobexr 1935 but not on account of Tapane~ 
ge competition 
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Japanese Competition « 3 


17962 77,000,000 square yards of cotton goods 
imported into United States in 1936, 
geme from Japan, In 1936 Bapan mpplied 
56,900,000 equare yards of totel imports 
of 63,600,000 square yards 


17962 Imports of ca ton goods inte Canada from 
Japan were very weal in 19%6, but 75,000, 
000 yaxis were imported fron Great Britein 
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MORUER *S 
HOT TAL 


Value of Japanese yen 


Aes Fisher & Co, anh Miteul Conpany 
quote tions (liv. p.2064) 


Rayon gooia femerly invoiced at Japanese 
yen prices representing about 80¢ per lb, 
are now quoted at about Sf¢ per 1b.(ir.148) 


iuportes of artificial silk ani mixture 
fahri¢ee fron Japen in firet 10 months of 
1956 emcanted to 291,085 pounis as against 
33,689 pounds for same period in 1936 


Heward thinks Gordon's fears of increasing — 
competition were well founded 


Heward deea not think 291,000 pounds ie a 
large smount for 10 months compared with 
the production 


Japanese hare absorbed Pailipoine Islanis 
merkest and alec Australie 


Hewarnl thinks there is an increagang 
tureat of Jarnese cometitia 


HPSS not a corresronding fabric to the 
Jepanese 87° plein weayon taffeta 


Heward says Mr, Gordon had New York 
quotations on Japanese gooda before Ja~ 
nusry 15th tut did not haw any quota- 
tione fran Brown Silk Co. until first part 
of February (v, pe 2062) 


Gomion obtained Japanese prices in New 
York and worked out what the prices 
would be in Japan 


Gordon was alarmed by inguiries which 

had been received fron the trade in 
Winnipeg ami Quebee as to what was golng 
to be done through the Jopanese situation 
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Sherbrooke plant in 1926 manutactured 
tire fabrics, ducks ani yarme 


Rayon taffetas of the typo quoted on 
oy Pisher & Co. wore not produced at 
Shevbrooks but were produced b y 
Mont real Cottons 


Projuction of these two lines of 
taffotas had been stopped by Montreal, 
Cottons in Sctober 1935, but not on 
aecount of Japanese Comp tit ion 
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FINANCIAL and OPERATING 
CAPTTAL Sinue 


PAGE IN HESARD*S WMoRUERtS 
BRIEF ARGUMENT REBUTTAL 


il 17530 Issue of 45,000 Common shares in 1926, Total 
nucber of Common shares outstanding 270,000 

li 17532 Value of outstanding bonis $4,457,000 

12 17551 f4sounte invested by bondholdera were uot in- 


eluded in capitel investment, wit only 
esounts invested by preferred and camon 


gharcholders 

17833 Capital of Dominion Textile turns ser slowly 
(Ex. 1230, po2) 

178633 Capital of Company in 1986 $27 ,620 ,457,25 
Sales of the Company in 1936 918,869,296 .11 

17833 Capital ani sales of Comanr in 1935 

17665 Heward giimite it is not proper to write up 


ageets for temporary fluctuations in value, 
bot that it is quite proper to write up into 
the Company's books changes in value result~ 
ing from a permanent trend in property values 


17865 write-up was not made befom the issue of 
stock tat was made before re-organisation 
in 1933 

17868 Split of shares three for one following re~- 


organization in 19233 was dust a splitting of 
Steck that was in the hende of the shamholders 
ami not a new issue 


17866 New capital taken in in 1922 


17866 Purpose of issue of new stock in 1922 was to 
obtain working capital to reduce bank loans 


L786? Inducere mt to shasmholdre to mbeeribe was that 
stock oas offered at part ata time when exist~- 
ing shares of the Company were selling above 
par 
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Gapital structure » 2 


Heward saya MeHuer's calculation at pages 
180 and 162 of hie brief showing position 
of Dominion Toxtile would have beon in had 
4t paid its bond interest, preferred and 
¢ommon stock dividends of 80% per annum on 
original $500,000 should be ignored; first, 
because it is fallacious that 411 the dom 
pany received for original iseue of canon 
stock was $600,000; secondly, because it 
includes emong the earnings of the Company 
the eo-¢alled seeret inventory reserve; 
eng thirdly, it is based on mpposition 
that there was overederreciation and 
betterments charged to profits arpunting 
to G16 ,01.1, 356,89 


Heward sutmite that even if promises on 
which the computetion is based were not 
fallacious, the commutation would in no 
way support Mr, McRuer's contention that 
protective tariffs shaild be reduced 


Share capital of Company in 1934 was 

held by 2611 shareholders; avers ge 

number of shares per sharholder was 103 
and 92,84 of all shares wre held by share- 
heléere resident in Canada, 76.3% of the 
mtetanding stock is held by shareholders 
who individually ova less than 2% of the 
total issue 
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Earnings ani Profits & Loss 
Page in Heward’s Meltuer's 


Brief Argument Rebuttal a eee ee 
r 17452 14287 = Roaring of return on investment upon question 
of tariff protection 
4 17436 14292 = Ratio of earnings to invested eapital 
va 17454 Improved exnrmings in first two years efter 
merger were made before ¢ ood manmagement made 
4te effects fully felt 
9 17486 Bernings and dividend records of old compa~ 
nies had been unsatisfactory 
10 17512 «Statement prepared by Glasseo showing invest- 
ed capital and earsings therean from 1905 to 
1936 (Ex. 1252) 
11 17533 Ratie of earnings to invested capital, 1906 
vo 1936 
11 17633 189068 Rarnings or profits showin in Ex. 1238 do 
not include secret reserves, but figures 
heve been aijested for fluctustiona in the 
xe s0 coves 
17840 1a905 Conpany’s profite in 1933 $726 ,509 
17804 instead of loss of $614,683.36 as shown in 
page 2 of Ex, 1252; Loss being due to trans- 
fer of $1,000,000 to Investuent Reserve 
12 17542 Uxplenation as to how loss of $614,000 
17804 arrived at 
12 178435 Transfer of million dollars te Investment 
Reserve changes the ayerage ratio of carne 
dings to invested capital by less than one~ 
half of 1% when spread over % years 
12 17544 Gordon says Company's investments have 


appreciated by about half the amount of 
the million dollars wiich was trentferred 


17845 18852 Average ratio of ear nings to invested 
eavital throughout G1 year period amounted 
to aly 9.12% 


17646 Company operated at about double capacity 
during war years 
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Barnings and Profits & Loss « 2 


Average retio of earnings to invested 
eapital during @l yeers (less abnormal war 
ani depreselon years) was 8,20% 


Aversge earnings 1927 » 1951 9,61¢ 
e " 1027 = 1936 74.25% (Ex,1232) 


Yigiwee of eamings include ell earnings 
whether distributed or not (Ex. 1232, p.3) 


Average ratio of earnings to inveated 
eapital 190681996 was 6,05%, Tor sane 
period (Excluding 1016«1920) the average 
earnings were 7,56% (Ex. 1356) For ton 
year period from 1927-1936 6.95% 


Value of assets behind the investsent must 

be conaldered, 1.¢. real present day wilue 

lying behind securities in hands of Lave st- 
ors 


Eamings ahoald be commensurate with risk 
entailed in competitive industry, There 
should be etabllity in tariff pwotesction, 


Manufacturing industry should mooive « 
higher retum than a public utility on 
ascount of greater risks 14 runs 


Zamings at present, in immediate past and 
near future must be considered in relation 
to mlue of investrent at time of inve sti go- 
tion 


Barmings put back in the business g:ould 
be included in walue of investment 


Sven if exeessive earnings had been 
ploughed back into value of the property, 
thease earnings diould sot be excluded in de~ 
termining value of the investeent 


Barnings in exeess of @ reasonable return 
left in the tusiness are capital invested 
by the ¢mesumer 


Hewerd saya a fair and reasonable return 
to induetry must be suffielent to permit 
part of that return being left in the 
busine ss 


es asi a tee he 


pir itech ae ites ri ba 
elo ua fanaa Fae «te pearl 
soles ata Da: meen ner et State pe 


eo wiles va ops ar port ri : 


en 9, aba conta IB ea es v% 


slah dye eiediaceth ba eipenomeg as pac’ 
Ct a eee oe ae L apinia as", een 
wets Ove Pe mer oe didabnivees ue ecko ibe 


Tes 
re ee 


eG Beha 


17 683 


17684 


17625 


L626 


L7b2y 


17629 


17630 


17631 


L7 632 


LV6S5 


17635 


Rarsinge and Profits & Losc 


Average annual return on capital invested 
ind Dominion Textile Co. has been Jess than 
10 


Heward saya that Mir, MeRuer'’s theory that 

it 1 improper for industrialists whe have re« 
ceived special privileges from the Goverment 

to make large profits at expense of consumers 

is unsound 


liv. MeRue rv cays that if an industry asks 
for samothing from Goverment, then the 
Govermuent has something to aay about quantum 
of privileges that thy give thes, If indus 
try aaske no special privileges it is entitled 
t© any profit it can make 


Heward seys veturns should be reasonable 
aside from Govermeent interference or any- 
thing 


Commissioner says if any iniustry is protect~ 
ed 1% would be @ misuse of its protection if 
it uniuly enhanced the mice of ite moluct, 


Protected industry if receiving 4 mnaller 
veturn then industry generally wuld not be 
ao attractive for investment of new capital 


My. MeoRuer says these earnings are more than 
a reasonable return under the tariff proved 
tion they herve, Heward sutmites his figuies 
ave wesonable, ond that it is the value lying 
behind the investment that comta « not how 
auch ateck is catetending. 


If an industry unier protection granted 
earns more than a fair return, additional 
capital would be attracted ani competition 
thereby intensified 


Virtually mo inveatwent in new plants in 
Camda in past 10 years, which indicates that 
the earnings during these years have not been 
mich as to sttrect capital 


Heward says My. MoRuer's statement ia wit rout 
foumiation that the greatest part of eamings 
hag been proviied by co nmunera 


Yeward thinks Goverment would object if part 


of earnings was not put beek into a prot sated 
£ ryter os & rwey 
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Yarnings,ent Profits & Loss « 4 


Hewerd gays natural increase in value of 
assets is quite legitimate end wpresents 
the value on which they are entitled to 
have a roturn 


Average rate of return in last ten years 
weg 4.73% ov considerably less than the 
interest mates on bonis outetending during 
that veriod 


Heward does not think this return would 
be waised much by reason of 19235 adjustmate-~ 
about one third of 1¢ 


Average ratio of earings to net value of 
assets since 1920 has been 5.24%, and in 
last ten yeara 4491% (ix, 1556, pd) 


Averoge ratio of eamings since 1920 on 
value of investment as sepresented by bank 
indebtedness, bonds ani cxzeferred ani common 
stock, was 5.22% and in last 10 years,s4.81% 
(Ex. 1857, po» 5) 


Heward says return a investment taken on 

{uve stunt and epost and on value of investe 
ment hag boon most roasonable, ani that these 
eamings inlicate thet existing tariff protec~ 
tion is not sufficient to eneure a reasonable 
return 


Howard does not think they dhould have to 
suggest what a venasomble return wuld be 
but quotes om authority (the Privy Council) 
ag saying that 15% is not unreasonable 


In cougidertug return on invested capital 
Yegard must be hai to whether the industry 
has been properly managed, Heward says 
Dominion Poxtile has been prudently and 
economically munmaged, as evidenced by smll 
anount which administration expenses consti-~ 
tute of the sales doliar, 1,04 cents for 10~ 
year period (Ev. ps 12846 & 12889 (f); Be. 1230) 


In view of good management, Neward thinks thoy 
are justified in looking at returns on invreste 
went in welation to question of tariff protece 
tion es a guide to it, (5x. 1232) 
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Rernings,enl Profits & Loss «~ 5 


176508: Bxorbdvitent profits shown by Coomlasion 

17653 Counsel should be dlaregarded, first, 
because the promises are false, secondjy, 
because propositions are based on errzo- 
news princivles, mid thirdly, inferences 
aad conclusions drawn are thenselves erro« 
noose (Evy pe 15747) 


Av7éés Hevard says 1t Le ismaterial what any parti« 
Gular group of sh areholders paid for their 
shaves the point being mat (14 the Company 
earn om ite investrent at cost. 


1766S Heward omtends it is the earnings of the 
Commany &6 2 whole which must be considered 
end not the earnings of the original comon 
atockho Moers 


17666 tf 4t is attempted to use alleged eamings 
on comia stock, or on a partion thereof, - 
or alleged profitea made by cam on stockholde 
ers, companies engaged in the industry would 
have to be classified according to various 
typos of capitel atracture ani a separate 
teaxift devised for esch one « Howard says 
thie is fallacious 


17687 In calculating the amount of capital invest 
ed, it 16 necessary to inclide all samings 
or profite waieh heve been left in the bus i~ 
ae by shareholders instead of being distri- 

pted 


17668 Ev. MeRue f asye he is mily prepared to «admit 
that the reasomble profit left in the biai-+ 
nese wight to be considered as expital on 
whieh the investor ia enbitied te areturn in 
the @uwiy of the ehfficiency of the tariff 


176868 Kp, Mekuer contends that the si are of the 
pretit that wis left in the cusiness was 
in eutess of a weusonedle profit 


17671 18919 Reward says if timre was an extra profit 
of $17,000,000 regulting from overdepre+ 
¢iation, if it has net been paid oul it 
should ba added to mpital (Sv. p. 12820) 


17671 Mee MeRuer says the profits should be added 
from year to year to the earmings 


PP AEE TESS I 


dried pave ya ae aestigne re 
gtinenocht: as Merk ay. gia ep gic dba 

mi haiti woe ich Dd he. a: dihormhey 

wed Pascagegs eine (re 


sonnet ae pi. ti. sald we yokes 
weenie Div eeitiaed pt: phonics # 
ob an? wld ach Shad Boas nad tanae er y 

HbR hh zit * eoliaad ree ) , 


gradi: ng! bite, she: ad od, mp i‘ pare “a 


ee et ber ovate if Oo tite 


wipes Tasha af'ecnire Bi a 
ee eee tee GB ® way 
‘ktakely ate “alee ke ae baidndeiccane 7 


me aot hie! Re sata ath» conga ° 
aah Gig abit 9 oD, Me 
a Een, alumincner 


Marnings ani Profits & Loss « 6 


ivevi «18919 Heward says that instead of deducting 
$12,000,000 it should have been left 
in end 2900 ,000 added if statement a 
page 7 of Ex, 919 is correct. 


LV 756 Reward says that if $15,179,238 is orer+ 

1? 754 depreciation Lt should net have been char» 
ged to profits 

17770 Heward criticises first iten of write-off, 


$5,067,066,25 which is referable to profits 
end loac account directly, He says thie 
should be $1,161,726 «58 


17804 Lose of $614,683.36 on investeents showm in 
1935 iajustifiable because investoe nts held 
by Company are part of ite liquid assets and 
if Liquid agseta have been impaired it is 
proper to trenefer funds from Surplus account 
to cover it. Apart from this loss, there 
wae ¢ shortage of $10,471.22 for common giare- 
holders, 


L7S15 Heward gays this does cot make any difference 
in the profits over a term of years 


L76815 Howard sbmite that if the emounts deseri bed 
ag inventory reserves by Commisaion Auditor 
were to be incluled it wuld heve no material 
effect on the rercentuge of earninge as shown in 
Exy 1232, because if they are included in the 
Company's profit the aiditional equity repre~- 
sented? by the balence of the reserve at the 
emi of each year must be adied t the invested 
capital, Sueh aijustments would amount to 
considerably lees then one+half of 1% in the 
figures shown by Classeo 


17 O18 Hewar@ explaing how he arrives at return on 
agtiweld operating iorestment 

17834 Averoge ratio of net profits to invested 
capital, 1927 to 1936, on a coat basis, 
was oly 7.8% 


17em g «169428 On gost basis the difference between the 
17890 Company's bock wiues of the old companies 
and Howdon's figures ia @2,100,000. 


L7S25 Ratio of net profits to invested capital 
1923 and 1926 to 1936 
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17825 


17627 


17828 


2.72829 
L7BS 


17838 


L7875 


L7E76 


Barnings ani Profits & Lass « 7 


Heward says thet if it had not been for 
outside investments of the Coipany, the 
earnings of the Company would have beon 
extremely email 


Profit maie in raw cotton wrehases 


Heward guleniteifit had not been fa 
revenues from outaide iuvestmeats 1% 

would have been necessary to mike further 
reductions in wages ami earlier ani posai« 
bly more drastic reductions in divi denis 
to she swholdera 


Heward saye that attempts to ciow that the 
company bad any hidden earaings ag « result 
of over-depreciation ani charges to govern~ 
ments haye failed that profita shown 
are in relation to Company's invested 
ganital huve been rcrmrkably low and ina 
dequate in view of tie risks involved 


Heward says return on sales dollar must be 
emeidered in relation to capital invested 
and where capital is turmed orex quiekly a 
reagorable retum on a dales doliar would 

be lower then where the capital is turned 

over mre slowly 


Heward saya Mehwr's salculation at pages 
180 and 162 of his brief showing tosition 
Dominion Textile would have been in, had 

it pald tte bad interest, meferred and 
eormem ateck div iden’ of 20% per amum on 
original $500,000 whould be ignored; first, 


becauge it is fallacious that all the Compaq 


ny received for original issue of common 
stock wag $500,000 secondly, because it 
includes anong the earnings of the Gommny 
the so-called seeret inventory reserve; 


ani thirdly, it is based on supposition that 


there was over-depreciation end betterments 


charged to profit amounting to $16,011,356,89 


Heward will not say tint Company has earned 
20% in the mest or that ther want to do 1% 
in the future 


17876 Heward submite theh because there ie something 
left for the sharebolders it dass not follow 
that the cmaimer has been improperly called 
upon to pay expenses or to pay the amount 
diatrivuted to shareholders 
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Bamicgs amt Profite & Loss « & 


17873 Pacts show this Company ie well managed 
ani that profits have bean kept at very 
low level 

2.7087 Ginee 1950, mnegemnt of Mgnt real 


Cottons by Daainion Textlie has improved 
hie position of Mogtreal Coi tons, Loss 
of $204,588,58 in 1950 tot profit of 


17889 Compa rieon between group of American ani 
Canadien commnies and Dominion Textile 
Cos a to retum on total inve stwent in 
opera tion after eliminating goodwill and 
the yveturn on capital siesk equity after 
eliminating goodwill 


L7976 Line "Ct im Chart CG~1 dat deatos that 
i949, 1921 ami 1927 «ere the more profite- 
ble years in the Commny’s history sainea 
L916, while the poorer years were 1924, 19%, 
1933 ani 1938 


17979 ProfAlinbdle years connat be Judged altogether 
from Gur'ts beemise it only shows manufact- 
ting angle end would mt take into secount 4 
big vise in walw of raw oa ton 


17980 Goriet mys really mwofitelle years wore 
1922, 1929 and @ some extent 1920 


17981 3919 was post profiteble year between 1916 
mma 1997 anil 1921 cam next 


17964 after cirging full depreciation in 1034 
for the first time since 1930 the manus 
facturi ng oro it per pond wos very moda~ 
vate, but combined with a high prdw tion 
it vesulted in the best indicated or ofit 
sinc s 19238 


17985 Unit prefit i@ ac low that i% requires « 
grest dee) of volume to mke 2 profit 


18031 Schedule shwing difference between incom 
ani fixed espenditures ani the resulting 
mount of money ov pool which wis available 
between 1927 anil 1936 to reward capital and 
wages ( Bx, 1363) 


18036 Schedule shore point beyong which Company 
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18040 
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18041 
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MIBLuCs BO CPOLrLts & Losa « 9 


In 1927 pool wae over $7,250,000 


In 1935 it was only about $4,500 ,000 

In 1931, 1932 and 1955, only about half the 
normal depreciation ses written off, if 
full eampunt had bem written off, pool would 
have been smaller in oach of those dapat by 
$635,900 


Seeaid schedule s ows ow pool was divided 
between lebour end oapiteal (&x, 1563) 


Third schedule slows mepective investme mt 
of lebmr ani capital for ten year period 
api the return of eam: in reletion to 1927 


Schedule @ shows that labour got 654 of the 
pool thile capital reeeived 39% 


After 1930 as pool besam amaller so did 
leb curte shave in absolute amount, but not 
in proportion to capitel's share du to 
jabour's inve stment of man hours belug less 
in 1941, 1932 ani 1933 


Gapiteal in 1935 end 1956 with an inv setae nt 
considerably greater than before 1929 is 
@teainiag much less from pool than it obe 
teined before 1936 


Schedule 3 shows thet by 1955, for every 
105 men hours worked in 1927 there weve 
only 76 mn hours worked in 1953, whereas 
for every 2100 earmsd in 1987 tliere was 
still $63 being earned in 1955 


Caritel includes all the armunt evailabdle 
for wraferred ani dormon dividend, or for 
mirplua, but bond iatersst is calculated 

in tae fixed charges 


Yor svory $100 imrested in the business 
in 1927 there wag $108 invested in 1955, 
but for every @100 which spital got out 
of the pool in 1927 it got only 726 in 
In 1956 labour got $99 and capital 
ve 


Ballantyne submits that during the period 
of business depression married by declining 
egrmings, som downwarnl adjustment of wage 
costs was essential 
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Rarnings ani Profits & Losa » 10 


Rewards ef other agents of production 
including eapital ant mnagenent, vore 
not unreasonable or disperpertionate on. 
the basis of econamle wrinciplies 


Profit from operationa for year ended 
Mareh 31, 1933, was $367,215,76, leaving 
a ueb profit from operations of $70,370,738 
after deducting interest and premiwa on 
bonds medeomed 


On account of diminishment of pool in 1931 
1932 ani 1953, 1% was necoasary to draw upon 
mrplus of the Company aside from the 
$1,000,000 which wap tekmn to cover investe 
ments 


Pallentyno sutmite that these cictenmnts 

show, firet, the limits within whieh a 
company must operate when 1% rewards labour 
end gapital; second the manner in which the 
polictes of the Company have opexrsted in 

the division which was made between the 

funds available each yacr as between oapital 
ami Lebowr; and third, during these ten 

years the share of lsbour in the pool has been 
inereaged relatively to capital 
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NANCTAL ami OPERATING 


OLVIDENDS 


PAGE IN HEWARD’S MORUER'S | 
BRIEF ARGUMENT REBUTTAL UBS Bo Tr . 


17619 18940 Original investors of Dominion Textile Co, 
have received 96.4% on the moey invested 


L7619 Howard does not think amunt members of 
Syndicate earned on trmnsaction has any 
bearing on this inquiry 


17659 & 16840 Heward submits it i sunjustifiatle for 

17661 - Comiesion te take the cag contritations 
made in 1905, ignoring their other contri- 
butions, ani figure out the percentage of 
dividends these shamholders would heve 
received had they retained their investment 


17604 Loss of 0614,685.36 on investments shown 
in 1935 is justifiable because investments 
held by Company are sart of its Liquid ape 
sets and if liguid aasete have been impaired 
it is proper to transfer funds from Surplus — 
Account to cover it, Apart fromthis loas, 
there was @ shortage of $10,471,282 for 
common shareholders 


29 17829 Mernings of Investors in wletion to Seales 
. {Exe 1830) 
29 17831 Distribution of sales doliar, 1927 to 1936 
ant percentage avyallatle for div idends 
(Ex. 1280) 
17835 Only 3.87 cents on each sales doliar was 


available for oreferred end common atoek 
in 1936 ani 1036 


17887 | Intersat of Dominion Textile is to set 
Montreal Coltons inte a position were it 
gan pay dividends on Dominion Textiles 
holdings of 16,000 shares 


16078 18845 fotal dividens pala in Syoar period 
ancanted to about [24,000,000 


§3 18116 Percentage of net earnings from mmnufectu« 
ring and trading available for dividends 
expreased ina percentageof total sales, 
1939 to 1936 (Ex, 517) 


be teen poh ee gt gO at 
hea mand werneine Why” prenigsidly + ia pra 
sooner O Lan ones ihe ome 
dbus eonaes eo st Ried Aiaines 9 ‘eet Bas iat 
ubreeis beast ob ap Repo ee Ww 
eA eet eee hh nberty ote HME Dat wt, or aot at 
won bbaiohs Wik oe dim pu 4p ge hfe 
Mi enbind tacos wetted: ed anita, Biwphs eh ie 
wih kth ‘ea et a an meng eg at ae 
_ lanad, HHH AM Gali ‘ait snow gat Pts Tad 
eh 8 ll th: eS a Lyn ul 


ey hats it miding mk yaa dis ohana: “ehubieint 
Wom oi) 


Riel eet bi kn fie: saps vite” « she aenagebieks 
Wil NG AD EE aan Wet ohtteea oye meena vce hes 
(oe goth) 


Tht ‘nt usr Rare ‘eden es Ween Chk alee: 
doinde: seg nth a arseiart anny owt ett ives 
| GR et” ae at 


ind ie wid ai ni ip betes ar 
th emit: eat Rais B. ol Sd wpe Te 


mene Ptah? eed 


ot icy at ae j 
2 ht aka aA need dene 
alee meee’ " seine ame 


PAGE If 


20 


gS 


REWARD'S MenUuR's 
BRIEF ARcUNENT REBUTTAL 


17659 


17653 


17653 


17653 
17688 


17657 


17658 


17671, 


17671 


17676 


PINANCIAL and OPK RATING 


DR PREC TAT LON 


189038 


19942 


18903 


16919 


a 


Total invested capitel] at cost $9,687,379.75 
i.e, after depreciation (ix. 1232, p.3) 


Heward says 1t is not true that the Comany 
bad written off the value of the tengible 
assets ant that the write-off referred to 
by Mr, Sorgon was the reduction ann lieable 
to modwill account ani not a redwetion in 
value of the Company's assets, Tho reduce 
tion was in the intangibles 


Howard ways 92,200,000 charged to opera- 
tions and reserves for depreciation or 
obsole scent plant did sot reach this figue 
v6 until 1914, and that these charges were 
not excessive 


Write-oeffs for buildings end machinery 

between 1905 and 1914 was ap proximately 
2.49% ser ancum which Heward says ia a 

very low figure 


Any write-off for closing of mille would 
be included in C2, 290,000 


Howard mys aubstantial part of the write~ 
off in 1912 and 1915 included in 
2,200,000 conei sted La writing-off ancunts 
applicable to poofwill 


Yeward mys if there was an extra profit 
of @l7, 900,900 re suiting fron overwde oreo 
ciation if 1t hse not been palit mt it 

gi mld be added to capital (ix. pe 12810) 


Hevami mys that instead of deducting 
$12,600,000 it should heave been left in 
and @5,000,000 added if statement on page 
9 of Bx, 917 is correct 


Heward saye Cormisaion Counsel e dmitted 
that value of physical assets is at least 
as high ao shown on Company's books and 
that insurance appraisal of 1996 sho s it | 


to be higher, but that there has been exctes- 


eive depreciation ani improper charges of 
betterents to operations 
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17688 & 18906 
17698 


17689 
17692 
17695 
17694 


17690 
17691 


17691 


17693 


17694 


17694 


Depreciation = 2 


Heward says it is not justifiable to 
tske an insurance appraisal as the real 
value of the Company’s assets 


Insurence appraisal is intended to show 
insurable or burnable value of the nro- 
perty,is based on replacement costs less 
deure ciation 


Heward says there is nothing to show that 

the surplus value shown by such an apprai- 
sal as compared with net book value on a cost 
basis are the results of qer-dexreciation 
or charges of betterments to repairs 


Heward submits that Glasseo in his evidence 
stated he considered chiarge@ of betterments 
to repairs as being equivalent to deprecia- 
tion ( Ev. p. 13765 and 15789) 


Heward defines the term ‘betterment’? 

In 1906, Company charged to operations 
nearly $200,000 for betterments and repairs 
Heward ssys the Company did not depreciate 
at that time ani that was its method of 
providing depreciation to write-off better- 
ment 0 repairs, Company did not start 
writing-off depreciation until 1918 


Practice of Company up to 1918 was to 
make charges to operations and reserves 
for depreciation or obsolescent plant and 
also for betterment 


Company has not charged any betterments 
to repairs unless it has shown them as 
such as depreciation at anytime. Since 
1918 certain fixed amounts have been 
written off for depreciation without any 
reference to particular betterment or 
repair previous to that time 


Company never wrote-off for denreciation 
more than was permitted by Income Tax 
authorities. 148% written off on cost of 
buildings and about 6% on machinery 
(Evid. p. 13,766, 13840) 


Heward says there has been no proof that 
betterments have been charged to repairs 
except where they were charged in lieu of 


depreciation (Hv. p. 12851) 
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17695 


17699 


17712 
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17734: 
L774 


17750 
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17751 


17752 
18937 
18943 


17760 
17758 


17760 


18919 


18930 


18935 


18945 


18939 


Depreciation + 3 


Mr. Howson objects to statement that his 
representative could not find anything 
that should have been charbed to capital 
account that was not so charged 


Heward submits that computations on page 
7 of Exhibit 917 does not establish that 
this extra value ($177265,728.17) when 
cumpared with depreciated cost, was due 
to excessive depreciation or to improper 
charges of betterments to operations 
(Ev. pe. 12859A) 


Heward says appraisal values in 1956 
were the same as in 1920 ani that values 
of a year ago were substantially above 
their costs 


Heward sutmits this proves his contention 
that Company has not over-depreciated 


Heward says that if $15,179,238 is over- 
depreciation it should not have been char- 
ged to profits 


Heward submits that infomation obtained 
from Textile World, Loper and Sirrine & 
Coe, indicates that there has been no 
over-depreciat ion 


Difference of $4,000,000 between present 
pook value and 1936 insurance appraisal 
might be accounted ir by the extra values 


‘quoted by these three informants 


Heward says it is a fundamental function 
of depreciation charges to rateably ex- 
tinguish the cost of fixed assets over 
their useful life, ani therefore, depre- 
ciation charges must be based on cost 


Depreciation based on cost and not the 
written up value 


Heward maintains that depreciation amount: 
to only $2,696,005 or .845% per annum 
from 1920 to 1936 on average value of 
buildings plant and machinery of 
$19,953,040 ,50 


Heward says the whole difference between 
himself and Commission Counsel is that it 
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Depreciation - 4 


is not proved that Company has charged any 
betterments to repairs, improperly charged 
any repairs to operations and that better 

17760 mente were charged to mspeairs only in the 
early period before Cmampany had any depre+ 
ciation and they were charged in licu of . 
den wei ation 


17761 When depreciation was set up, instead of 
chargea for betterments end repairs disap~ 
pesring thay im reased 


17767 Heward contends that books of Company shaw 
they wrote-off only 4,026,574,.56 orior to 
1920 sgainet plest ani mehinery whieh cost 
the Company $13,425,953.76 


17968 19938 Heward aya Cormission figure of $12,624,308,52 
miouli be 913,425,955,76 or a difference of 
$160,576.21 a6 regard the original cost ani by 
$621,055.03 as regard cost of additions or a 
tetal of $801,631.24 on the coat of plant and 
machinery 


17770 Hevard criticises first item of write-off, 
$5,067 ,065.53, which is referable to profits 
& loss account directly. He seys this shald 
be $1,161,716 ,58 


1777S deward says ites of depreciation account 
$2,059,237.60 ie correct tat that $563,479.86, 
reserves taken over from old canpany, is inace 
curate ani shoulé be nil 


177973 Glassco mys they are in mibatantial agreement 
on the figures excest as regards repairs and 
betterm= nt s 

17774 Heward gibmits that only ground om which it 


ean be catiblished tint $17,256,728.17 1a 
seoret profite is by considering the replace 
ment value now, in 1936, of all the Company's 
fixed assets ag being exactly equal to the 
original cost; in which case the Company should 
have provided depreciation from 1905 to 1936 
only in the emounmt necessary to reduce the cost 
of $28,849 648.57 to the depreciated value, 

as per 1936 eappraissal, namely $22,183,635; a 
total of 96,666,015.57 in Gl years, or an 
average of $215,032 per annum 


17776 Rates of depreciation allowed by Income Tax 
Depa ten ant 
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Depreciation ~ § 


Gordon says they did not want more than the 
6% depreciation allowed by Incom: Tax Devt e 


Heward admits that supplies would be ineclu« 
ded in original cost of plant if they were 

starting up a new mill. No depreciation is 
charged on these things 


Heward says equipment or supplies have not 
been put in the plant ani then written dom 
by dépre ciation 


Equipment or supplies must be charged to 
either operations or capital. If ch arged 
to capital, they must be written off in 
their useful life, 


Heward says Incans Tax Department will not 
let anyone depreciate anything that is not 
Capitali zed on their books. Dominion Textile 
depreciation checks out exactly with Inc came 
Tax Departn ent 


Anounts. charged to operations for deprecia» 
tion repairs betterments and equipment from 
1906 to 1936 amount to $36,065,816.39 


Average amual charge to operations for 
depreciation, repairs, bettemnents and equipe 
ment, 1906 to 1936 is 7.84 of the average 
annual cost value of the assets 


Heward says criticism that emounts charged 
for depreciation appear to be regulated by 
anicunt of profits earned by the Company 
rather than any policy of determining the 
anmcaint required for depreciation, is hardly 
well founded 


Practice of Income Tax Department is to assu- 
me, in cases of taxpayers who have had no 
taxable profits, that only 50% of the normal 
depreciation has accmed, Heward says this 
has nothing to do with price but has to do 
with volume of operations 


Heward sitmits that depreciation rates are 
properly set on a basis which will extinguish 
the cost of the fixed assets over their use+ 
ful life if they are properly cared for, ani 
that if they keep their plant well repaired 
the y should not have todepreciate them 
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Depreciation = 6 


If maintenance is neglected the life is 
shortened 


Heward says that on page 13 of Ex. 917 
Howson has shwn very high percentages of 
profit in muufacturing operations and 
deducts from conmon share equity the 
$12,000,000 whic: represents  sart of the 
value of the investment. Heward states 
that if Howson is right in his statenent 
that the Comany had over-depreciated by 
$7,000,000 this figure should be $5,000,000 
higher 


Reward objects to the deduction of €12,000,000 
and says it diould be carried into pofit as 
it is yart of the value of the investment 


Depreciation taken in 1931 to 1936 


In 1931, 1932 and 1933 only about balf the 
normal depreciation was written-off, Ir 
full amount had been written off pool 
would have bee smaller in each of those 
years by $635,000 


Amount written off for depreciation in 
1931, 1932 and 1935 was $635,572.00 as 
compared with between $1,000,000 and 
$1,600,000 in the othe years of l0-year 
period 


Heward agrees with Coumission Counsel’s 
figure of $17,875,245 charged to depre- 
tlation 
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PAGER IN ERCARD'S MomERts 


17557 Doubtful whether beck loans showld tbe ine 
Gladed in permanent investeent 


o ve FF CF 


Lh A 


17557 Lave Rack Lontis are ususlliy wade qily te Naan 
ee bislnese at iaventory peak, and ere not 
part of invested eapital (2x, 1397) 


17889 Commany's borrowings fron banks are usuel- 
ly in form of overdrafts or cotton acceot- 
anoes (x, 1357) 


17860 Wank loans down by nearly 93,000,000 in 
1936 a6 compared with 1906 


17561 Pank loans in 1982 $119,000 as eagainat 
$2,909,000 in 192) 


17661 Average vatie of net ewfite te invested 
eayiteal on a cost besis, i.e, incluting 
bank leans fupied @bt and common shares: 


1906 + 1946 (exeluwiing 1916-6 

1920) 7,58% 
LSS? ~ 1936 68% 
ig2? » 1951 HeGls 
1952 = 1996 Aa 92S, 


L769S Hewand says value of investremte is the 
velue of net assets of the Coupany lying 
behind the investment bonis, referred 
and ¢ocmen steck but not beak losana 
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PAGE IN HawRD'S MeRUER'S 
RULEY ARCWUNT REBUTTAL 


8 17436 
5 17444 
6 17449 
7 17454 
? 17454 
8 17455 
8 17457 
8 17471 
8 174972 
9 17473 
9 194m 
9 17475 
9 17477 


18824 


Syaiicate agreement 


Ratrect from minutes of shareholders 
meeting Jone 27, 1905 held for purpose 
of Gllotting shaxes ani approving of» 
fer of Syndicate (Ex, 812) 


Statement a2 to semrities issued upon 
acquisition of constituent comanies 
(ex. 1882)<Tengible and Intancible assets 


Valw of intangible assetea 


Saproved eorninge in first two years 
alter merger were made befere good 
tanacenent made ite effeets fully felt 


Sumery of Symileate trensaction (%«,331) 


Letter from Soya) Trust Co. to Colonial 
Bleeching ani Printing Co. dated Dec, 29 
1904 subuitting offer of mrahase on bee 
half of Syndicate (Ex, $31) 


Transfer of stock and bonis from Syndi~ 
gate to Company is one indivisible cone 
tract snd cannot be split up 


Heward gays acquisition from sharehe liers 
of shares of old comanies at leas than 
veal value woves shares were worth more 
than wae paid for them 


Potential value of chares of o14 compa} 
nies depenied on mieceas of new enter~ 
prise 


O14 eher a should be valmed ct least at 
value of tangible assets 


Serious position of olf canpanies due to 
bad mana gene nt 


Yalue of 014 comoanies enhanced after 
amalgamation due to good management, ete. 
am also the putting up of one million 
dollars to rectify liquid asset position 
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iealgeen tions and Mergers « 2 


Shaveholders of olf conpanies head to take 
iesa than net valne of physien] assets on 
account of difficult finaneial posit ion 
they were in 


Members of Syndicate who were also share+ 
holders and directers of o1/ companies 


No interlocking between dimctormtes of 
ol! companie s 


Heward says that geeond lest paragraph of 
Royad Trast Co. receipt (fx, 350) does 
not imiitate thet fhe giares were to be 
voted to mt through the merger 


Reasons why ayndieate was shle to acquire 
from shereholiears of the old commuies 
the shares et lese tian their real wiue 
(ix, 328, p. 4 and 5) 


Farming s ang dividend records of olf 
sompenies had been unsatisfactory 


Directors moeting, Jonuary 29, 1902 + 
Proposal meeived foracquisition of 
Merchant s Cotton Co. (Ev. > 25748) 


Dirsetars Meeting See, 11, 1905 
Kemorandum ve sale of net essets of 
Merehanta Gotton Co. to Dominion Cottan 
Milla « Proposal to take ower Colosial 
Bleaching ani Printing Go. ~ *either pro- 
posal ascepted by Dominion Cotton Millis 
(ve De 5761 and 5762) 


Oireetors Meeting, Decerber 14,1904 
Oimectorea returned offer whid: hai been 
sent by Royal Trust Company to be trane 
mitted to shersholders (Eve pe S764A) 


Shareholders of four old canpanies were 
willing to part with their shares to 
Syndicate at a sacrifice. Olé companies 

were in demoralized atate, tut properties had 
great potential values 


Value of new Company was well worth the 
securities which they issued far the: to 
the Syndicate 
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Amalgemations and Mergers « 3 


17305 Syndicate took riska in imresting new 
capital in oli companies. When merger 
was consunmeted in 1905 prior liabliities 
anounted to 01) 867,161.38 


17506 Liabilities of old companies at tine of 
ia Peer 
17808 What Syniieete paid for shares of old 


commnies imuaterial for mrpoesea of 

ingulry; what is material is value of 
the assetea whieh ley behind the shares 
tkminion Textile Company has rece ived 


17515 Sombhi ned assetea of oli coupmies acqui~ 
red a greater value to Synideace than 
what Synifieate hed paid for them separse 


tely 

17516 Assets of O14 companies wore purchased 
at thelr actual oad: value, not on their 
book value 

17519 O14 Coopanies were in distresa because 


they hal run theneeclves shor of working 
gash due to coniition of the industry, 
compe tition with each other and poor 
management (Mr. Meltuer does not agree) 


17620 Bech ome of ol4 companies was entitled 
to receive best price they could get for 
thelr sgsets 


7521 Heward goatends that ‘valu’ means sepla-~ 
17624 gemmt va lue 
17632 Iseus of new shares by Domicion Textile 


CoO, in 1926 was for purpose of acquiring 
the Sherbrooke and Druomendvilie planta 


17680 06©=—_: 18625 Hewart aubiitea thet Company received 
LE8S5 very much more than 500,090 in cash for 
ites original issue of 95,900,000 comon 
ateck, It received tangible assets of a 
replace ant value of 82,004,000 ani ine 
tangibles of congidersble value (Jixe 917) 


17659 Heward aubmite it is unjustifiable for 

17661 Sormisaion to tele the ¢aah contritationsa 
rade in 1905, ignoring their other contrie 
butions ani figure out the percentage of 
@ividends these sharcholiders wuld have 


received had they retained tiler investment 
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fm] gasations and Mergers « S 


Heward challenges statenent thet ali 
coupeny reeeived for ita original 
Conon stock femme was $500,000 


Members of Syndicate risked half a 
million dollava in backing thelr juige 
ment with $13,000,000 worth of linbili~ 
ties shesé of them 


Distresasd gharsholier of old Campany 
got all he wis entitled to 


Heward says it is immaterial what any 
yartioular group of shareholders pati 
for their shaves, the point being wist 
aid the Company sarn on ite investment 
at cost 


$2,375,000 paid for Mount Royal Plant 
in L922 


Heward says it is possible thet if four 
ol4 somounies merged in 1905 had carried 
on independentiy until some of them were 
bankrupt the excessive competition which 
existe’ would heve been climinated or 
hessensd, wat with disastrows remilts to 
the companies the giereholders end ome 
pleyees ami that an enhanessent in price 
would have followed, Heward sabmite that 
the eliminstion of excessive cacveti tion 
im an orderly and constructive manner 
was berter for ali concerned 


It was the unhealthy competition thet was 
foreing these old ca@apanies inte bankruye 
tey so thet they hai te soli at aib-cost 

pel ces 


Hewssd suimits that competition is not 
detrimental to the consumer unless it 
vemults in improper inereasea in prices 
which the lettey pays and that there is 
no evidence to show thet there wis such 
an increase in prices after the merger 
ov that prices were improperly hich after 
the merger 
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AmGigereations and Mergers « 4 


No evidence that nrices went either 
up or down afber themergear 


Heward gays MeNuer*s ealoulation at 
pages 160 ami 182 of his brief dhowing 
what position Dominion Textile would 
have been in had it cali its bond inte~ 
rest, preferred od common stock, divie 
dene, of 20% ser envwa on original 
$500,005, should be ignored; firat, 
because it is fallacious timt all the 
Company vreosived for oriciml] isme of 
coumm stock wag $500,000; seeandly, 
because 14 includes sarong the carnings 
of the Comany the go-enlied secret ine 
ventory reserve; and thirdly it is based 
on supposition that there was orver~denre« 
ciation ani betterm sts sherged to profits 
anmnting to $16,011,366,.89 


Heward says there is no evidence tiat 
Dominion Textile ie gradually aequiring 
shares of Montreal Cottons in order to 
eet complete ownership as cheaply as 
posible ami in that way cay as Little 
dividesis and buy from it at ae low a 
mice as poaesible 


Dominion Textile had avquizved voting 
control of Montreal Cottons by end of 
1980 


@aplanation by Heward os to manner in 
wich shares of Montreal Gottons have 
been acquired by Sominion Textile Co. 


Interest of Dominion Textile is to get 
Memtreal Cottons into a pesition were 
it ean my dividenis om Dominion Texti- 
le holdings of 16,000 shares 


Meward says amalgemations ani mergers 
does not necessarily mean tiat the re 
ave now less people employed, because 
plants bave been enlarged and extend ed. 
History of Campeny shows thers has been 
@ general trem of increase in nunber 
of its amloyees 


Sherbrooke and Drurmondville compan es 
talen over by Dominion Textile in 1950 


mh PSG Ke 1M Wtaiono ‘Rew Tae ghar 
Look Ly Lew, ey ee ti RY, Ce oe 
ett {hemenyd, at Je 1 HY. 
ntl ho Gala! sande nf 22 apis peat 
ee em me ae 

DS dean PHOk, Wome eis Baie srumne 
paige, oy (arene Pr th a scenic 
wit » Sewerage ed Tie one: an nwo’: wet a8 
ae ae ee et sD eee 
| slabs a se eel 2h! Od 2 Battin im. on 
ary OF Pech Gee epee a: Gee Gis beRhe 
Pai SD gb ne ob doh 


ras ti hari ods oF a "Th wget Decree? 
soda ow ¥ sd hie es ae mnt ma hayetw) 
Pere er te ete 
ae Vico “ia pir at vine tin erage Br 
C2! Ve ta age ir Oh Mite ete Regn 
Owl a BS ae (=. ea Wa aes EH i 
Ve . de inti 4 en Oe 


PRO Bt bee Lode al Tee andy . mM) 
Laced” Wee oS emia he Ge mA q a ¢ byt BEG 
: Padi 4% 
ha Cn te Mir hae "i 


meu a Bae Diigo e ‘dsb eaaldbes . 
a mii eeu Sap: ReAd LY Baki Hy MBM 
4S oe TR kaa vee toorckanr me? 


Ry ee Ea armen, % rae Oebet, 
weedy hyde Li. moat: pein Aiea Samy 
wih Sa ik Dem disk Bea taRak eg ay ae 
yee: oy li as te mech RET att yh ! 


ae neo x se shied Siig sei pages 
ee a ymin hee Pehl 
we gl ihete high hee "Delind Sra * Mate 
hao Nats. woke Keg sad PE ae gel | git: ee: 
ee ee ee ae wi 
: om bitin ABS ls ad pinks ; 


; + baie oki iépagens ‘vans aa ee 
ae Us: wk te ig i Siedieen "8 wate 


) =, ‘a ee f 
“pe i? wae) ey { 


aa. aN hy OSE ee ns 


PAGE IN HNWARD'S MeHERR'S 


QU AROUmYT ReRUT TAL, ee u 


26 


17656 


17688 
176968 


17689 
17692 
L¥69S 
1764 


17690 
17693, 


17691 


L7G93 


17604 


17695 


17699 


Rewarl eays betiermen ts should not be car~ 
ged to opercstiome 


Hewami eays there is nothing to mow that 
eur blue value com by such on apomisal 
48 Gomcared with nat book wilne on @ coat 
basie are the results of over-deorediation 
or charges of betterments to repaira 


Heward gubnite timt Glasaco in his evi-~ 
denee stated be considered cherges of 
bettermenta to respira aa belng eauivae~ 
lent to depreciation (Rv. pe 19766 & 19789) 


Hewmxt defines the term "betterment ’, 

In 1906 comoany charged to operstions 
nearly ¢200,000 for betiernents and repairs 
Heveari gays the Company did not deoprmeel ate 
at that time and thet mes ite method of » 


providing depreciation to write-off better- 


mont to repairs, Comrany 444 not start 
writing off depreciation until 1916 


FPrnetiee of Company up to 1618 was to make 
charges to eperetions an‘ reserves for 
derreciation or obsolescent plant and alse 
for betterment 


Company has not cherged any betterne nts 

to repairs unless it has shawn than as 
quch av depreciation at any time, Since 
1918 certain Mixed mounts heave bees written 
off for deprecistion without any reforene 
to partiquler betterment or repair pre} 
vYimus to that time 


Heward saye there has been no proof tat 
vetiernents heave been charged to repairs 
excent where they wore charged in iieu 
of depreciation (fv. ps 12681) 


lig, Howson objects to statement that his 
remee sentative ¢o.14 not find anything 
that should heve been charged to enpital 
aecount that was not so charged 
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Betterments and Repairs « 2 


Howard submite that camputations on 
page 7 of Ex, 917 does not eatadli oh 
that thie extra walue ($17, 265,728.17) 
when coupured with deprecicted cost was 
tue to exeensive depreciation or to ime 
yao per charges of bettermentsa to opera 
tions (fv, mo. 12G59A) 


Heward gays there is no sugeeation that 
in period 192) to 1936 any betterments 
have been improperly charged 


Howard eaintains that derprecia tion 
mncante to only $2,696,005 or 645% 

per annum from 1920 to 1956 om average 
value of bad ldings, plat ani machinery 


Howard says the whole difference between 
himself oni Commission Counsel is that 

1% is net proved tict Company has charged 
any betterments to repeies, improperly omr-~ 
ged eny veraira t operations ani thet 
betterments wore charged to repel re only 
in the early pertod before Company bad any 
depreciation ani they were charged in lieu 
ef deprectation 


“hen dopreciaticn waa set up, instead of 
charges for betterments end repairs dis« 
apeering they inereased 


Heward gaye if Coopany head been improper. 
ly charging capite] direct to repairs, 
income fax auth orities who had carefully 
exemnined the books would have notied it 

end mde careful imuliries if thay had 

aceon any unreasonable charges © operations 


Glaascoe says they ere in substantial agrece 


. ment on the figures exeert es remrds re+ 


paire ani betternents 


large amounte charged to operationa for 
repairs during war yoars wee due to 
exeessive wear ami tear 


Heward eays that the large amount charged 

to opemtions for repeire in 1921 was not 

in the nature of repleciag their pimt out 

of war profite 
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Betterments and Repairs « 3 


Charges to operations for equipment were 
not kept seperate in all the miils until 
1927; weviae to that time it was inclu 
ded in remdirea account 


Heward mys Inecom fax Department will 
not let anyors depreciate anything that 
is not capitalized on their books. 
Desicien Textile Co, depreciation checks 
mt eunetly with Income Tax Dopartaat 


fmonte charged to operctionsa for depre+ 
elation, repairs, betternente and equip~ 
ment from 1906 to 1936 amount to 
$38,065,815 .39 


Average annual charge to operations for 
depresistion, repairs, betternents and 
aqui pment, 1906 to 1956 is 7.8% of the 
evorage annual east value of the assets 


Howard eoys Moltuer’a calculation ot 

pages 180 ond 182 of his brief showing 
position Dominion Textile would have wen 
in had 1% paid ite bond interest, prefer 
red ani ca@mon stock dividewia of 207 per 
amium on original 600,000 should be igo} 
rods iret, because it te fullaclous thet 
ell. the Coupiny weceived for briginal is- 
eae of coomen gtoekt wae $900,000; sesond- 
iy, because it iechudes among the oarnings 
of the Company the w<oulled seeret inven- 
tory reserve; ani thirdly it is based on 
supposition that there was over-depre cia tion 
ant betterments charged to profits enounting 
te $26, 021,356.09 
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17808 Howard expiaine how cost or nerket value 
le arrived at 
17809 Seeds mist be taken into inventory at a 


figure at which they could be readily sold 
inthe coniition in which they are at the 
time they are token in | 


17810 Heward gays thely daventory walues are in 
gate gages below coat or merket relus 


17801 Heward says stehemut of Caumisesion Coun» 
se] that very few of the coupanica hoop 
such records ae will enable them to state 
accurately that their oost of produstion 
is for any particulcr febric does not 
aroly to Dominion Toxtile Go. (lividsp. 
1794, 1802, 1626, 1630 end 1641) 


17862 Loper coct systen installed ty Oaminion 
Textile in 1981; Montreal Cottons in 
1 

17883 Heward enys it is impossible to actually 


meneare coat of production for any one 
fabrie or tyre of yarn in a mili 


17854 Uxtracts of “26 Years of Accounting Exe 
perience" by Geo. Oliver May 


17636 Gost systen used by Dominion Textile 
brings to bear onmachinery bhe cost 
$iat should be elloecated to the machinery 
emi then the production through these m-« 
shines besrs its sham of that cost 


17687 Explanation of hor stamiard cost system 
works 

17488 *hudit Zheory and Practice” by Robt. He 
Kontgonery 

17669 Heward says form 4A does not call for 


a reconciliation between staniard cost 
ani operating cost sheete 
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Goats - 2 


Heward snys there is a diacrecaney of 
14.0% in power and fuel between their 
stendard cost aystem ani general books 
of accoummt, od « discrepancy of S74 in 
mill general expenses 


Stanierd costes are based on standard 
operation ani when costs are aprlicd 
againet short time operations aualler 
figures are obtaimed than apresr in the 
peofit end loss actount 


Proiuetion of 132% of the standard at 
Magoe up to March 1, 1936, was due to 
the foot that toay were ovorsting about 
227, abowe standard 


Line *£* on Chart 6G » 2 rep vesente the 
average cost pr unit of sroiuction to 
the soneumer (cuntever) 


Cost of «ods to the ¢onoumer if there 
wore no dutice or ouly very low duties 
en imported gmids 


if 606 of business being obtained under 
protective tariff was lost, manufsuctue 
ring costs amd selling pisos would be 
higher then umier existing conditions 


Ballantyne thinks that 10% for adminis- 
tration and selline would not have been 
extravagant. Amount saved, therefore, 
agunte to nearly $55,500,000 and is 
entirely due te gcod managenent 


Relationship of wages to 
(a} Gost of proiwtion , and 
(b) Total salaries and weres 


Will wages form second largest item of 
production cost 


Eyh hit 1980 (distribotion of sales 
do liax 192761956) sciows importance of 
mill wages as an element of the miles 
dollar 
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Costs = 3S 


Verdun plent purchaged from Government 
and new machinery put in in 1920 


Fessenden quotes an American Textile 
expert's opinion as to Canadian mame 
facturers producing at lower cost by 
means of up to date equi ano at 


Bellantym mye the efficiency of the 
Gompany as show by the evidence has 
been pretty well recognised 


Selling ami administration costs in first 
20 years of Campanyts existence omunted 
to 910,500,000 during which time the 
Someny gold $460,000,000 worth of coods. 
Ratio of eost for selling ani aduiniatrae 
tion was 2.3% 
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DOMINION CONTON MILLS 


SU ps ££ EC fF 


Dominion Cotton Mille Co, = Renart to 
shareholders April 9, 1697 (iv.p.$732) 


Report to chamholders, 1696 « Conpany 
become its own selling agents. (Kve ot. 
8735) 


Minutes of Directors meeting, Loc. 27, 
1899, Heavy expenditures far increu« 
ing and remoleliing mills, $1,000,000 
borrowed fran banka (Uv. os $740) 


Mimates of Directors meeting, June 26, 
1900 + 41,000,000 Preference stock iamuied 
to retire loan (iv. pe 5743) 


Annual Meeting, 1901 « Only 9165,800 of 
$1,000,000 Prefersme steck tame aubs~ 
evibed for. (iv. 005745 and 8788) 


Directors Moeti ng oct, 31, 1901 « Pay~ 
ment of quarterly dividends net made 


Directors Meeting, Jenuery 29, 1902 
Provosnl received for ateuisition of 
Merehants Cotton Co. (Ev. p. 5748) 


Annual Meeting April 9, 1902 « Digastraus 
your due to purchases of colton at high 
wei¢es,. New minmigenent appointed, Sul ling 
given to outaide firm (Sv, gp. S751) 


Annual meeting, April 27, 1903 « Satlse« 
factory yexr under new Gene rl) Manager, 
but no cowmon dividenis paid (4v. Ge $754) 


Dire eto r's meeting, Gaptember 1993 « 
Meoting of cotton mili repre sentatives 
@alled by “r, Glowston in endeavour to 
leurning about better relationgip betwoon 
companies (Kv. pe 9735) 


Directora Meeting, December 11, 190G« 
Menorandum re gale of set assets of 
“perenafit so Cotten Co. to Dominion Cotton 
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Dominion Cotton Bille » B 


Mille « Propoaal te take over Colonial 
Blesthing and Printing Co. Neither 
propesal seeepted by Damiajen Cotton 
Mille (Ev. p. S761 and 5762) 


fomual Meeting, April 1904 + Reduction 
in floating liabilities by nearly 
$800,000, Ho dividend mid (Eve ps 5764) 


Directors meeting, December 14, 190¢ 
Directors returned offer which had been 
sent oy Royal Trust Company to be trang 
mitted to chereholdere (lv. pe 5766A) 
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Charges for equipment are not charges for 
machinery or pemmnent inetalletions; 
they am for conaimeble equipment which 
evo fa the nature of mupplics, much as 
vobbins, spools, shuttles, ete. 


Charges to operations for equipment were 
not kept eoparete in all the milie wntil 
1927; orevieus to that tire it was inclue 
ded in repairs account 


Heward admits thet surmiies would be ine 
cluded in original cost of plant if they 
ave starting up a new mili,g Ho deprecta- 
tion is chewed on the things 


Hevard saye equitmesnt or mipplies have 
not been at in the plant and then written 
down by depreciation 


gyudpment or supplies must be charged 
to either operctions or eapital, If 
charged to enniteal they must be written 
off in their useful life 


Amounts charged to operations for depre<- 
ciation, repairs, betterments and equi pe 
ment from 1906 to 1956 amount to 

$56 ,065, 816.39 


Average anaual charge to opermtions for 
dopmelation, ronairs, betterments and 

equimment, 1906 to 1936, is 7.8% of the 
average annual dost value of the assests 
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Company never wcote-off for depreciation 
move than wee permitted by Incam Tax 
Cepertment. 1,86 written off on cost of 
buildings ami about 6% on mentinery (Ev, 
Pe 15766, 1.8840) 


Heward gaye if Coopany bed been improper- 
ly charging eapitel direct to ropaira, 
Income fox officials who had carefully 
exert ned the books, would have notied 1% 
ap) mde careful imuiries tf they had 
seen any wreagomble charges to operations 


Hates of depreciation alloved by Incane 
fox Departecent 


Gordon a@ays they 414 not want more than 
the 6% depreciation allowed by Income Tax 
De parte nt 


Practice of Incas 7T,x Department ia to 
agewee in cages of taxpayers who have hed 
so tamible srofits, thet only 50% of the 
normal depreciation hes accrued. Heward 
says thie has nothing te dowlth price but 
hes to do with volum of operations 


only $6000 paid in Income Tex fa 1955 


Ine ame Tax on operating revenues wae ine 
eluded in selling price 


Income Tax Departaent accepted the Campany’s 
basie of inventory valuation for years ani 
it bas fully explained to thom in 1944 


Ineome Tax ig a tax whieh is imposed on 
the Company not on the shareholders 


in agland the tax wiieh tho incom sha m~- 
holder hee to my is dedwted and there is 
no eerarete tax on the Gourny's ineane 


Heward gays all their monies come: from tho 


gongumarza nd all taxes form mrt of the 


eelling orice of the goods 
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Tneome Tax - 2 


. Company paid $219,541 in taxes to various 


eovermente all of which ceme from the 
coneumers — 


Heward sxys if Ocepeny bad not bad to pay 
these taxes it wight heve beon able to re- 
fuge selliing price 


Both consumers onl mareholders sul fered 
on acouwib of these taves 


If tax is aided to sales «rice of goods 
Coopany tries to pet it cat of the goods 


Howard objecta to statene nt made in 
Toronto Star that Dominion Textile Co, 
falsified its income tax returns 
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FINANCIAL and OPERATING 


PACR IN HECARD'S HekUBa's 
‘GUMENT = RENOT TAL a a ) : 
1s 17566 15992 Bluefield Vater Yorks & Improvement Co. 


vo Public Service Commiscion of the Sta~ 
te of West Virginia 


4 17574 State of Micaourl ex. rel, Southwestern 
Bell Telephone Go, vs Public “ervice 
Comission of Misequri 


16 MeCardle et al wa Inilemypolis Water Co, 

16 City of Toronto and Toronte Ry. Co,» 

16 Canada Southern Ry. Co. ami Internatio-+ 
nal Bridge Oo, 

19 Bx. ne Moneton Tok. & Gs Coy Ltd, 

1? Western Tolls, 19 Camdian Raileny cases 

i9 Value of what it would cost for addition» 
al plant for prover expansion is an im- 
portent element, assuming thet it is the 
degived voliey of the country to protect 
the inlus try 

ig 17615 Zornings pot back in the business should 
be incluied in ralw of investment 

19 17618 ¥ven if excessive earnings hei been 


ploughed back into value of the sroner~ 
ty the ge Garnings should not be exeluded 
in determining value of the investuent 


17631 Heward does not aimit that he should 
take into consideration hew the valine 
of the Llavestment wis built up under «a 
mstams tariff 


L766 Hover mys natural inerease in value 
of assetea ie quite lepitiveate emi reore~ 
gente today's replacement value, this 
being the value on which they are entitled 
to heve a return 


17637 Hever does not agres with deeline in 
Value since 19280 


way - 
cemented tidal 


sida We, 4 
x ve) one. WER Was ree 


ayes are: AWE 28d ino ONS 
se! Eo n= nz “ov Ree ar , 
rn eaiatitel "Wao: a 


Sloe ‘taht 7 é 1 og Ai ad ts hal vm vaetinnt . wos a 


nthe as Waiideil is ae es, i, bare ; Vier S 
paar: Ned at) oh: apse 08 REED, sec a f 
Seg | haat tot POSE a 
mati’ cenit ese he a” Rane ' 
hey gilts is pins a ‘es ‘sid tn? anny) wm oat 
. we 3 date ug gt 1 He stay me Osis 
ele thi? Moneta a Matis: te 
od eR Ce Laas sesh SSeNt a 
at “7 f 4 thts Lae at AL Per) P Ae oe PT MOD - ; } | 
ails rE ia | : 
gi esate ve ah ee shee, ie wihiytang me sake 
ee e ip sd hae ears cr a 
‘ ry q 
eer Ty. 


Coats, adi, eee ta te on 
ee 7 Wi "it wea 


Insurance Appraisale + Valuations « 2 


17659 18905 fotal invested eapital at cost 
$9,857,279.75 ia. after depreaiation 
(fx, 1232, eS) 


17640 Heward does not think this return vould | 
be raised much by reason of 1953 ai juste 
mente, about one third of 1% 


1? 644 average ratio of camings to net value 
of ascets hag been 5.246 ani in last 10 
yoors, 4926 (me. 1856 p.3) 


17645 Averege mtio of earnings since 1920 
on value of investment as secre sented 
by benk indebtedness, bonds, meperred 
ani common stock, was $,22% ani in last 
10 years 4,81% (2x. 1357 p. 5) 


17 646 Heward says return on investment te ken 
on imvestment and eost ami on value of 
investeent hee been most reasombile, 
ami that these cexrnings iviileate that 
existing tariff protection is sot suffi-~ 
cient to enguce «4 reasoneble m turn 


17656 LGS25 Heward submits that Gommany received 
18903 very much more than $500,000 in cash 
14294 for ite origiml issue of $5,000,000 


common stock, 14 received tangible 
assets of a replaceset value of 
$2,094,000 and intangibles of considera- 
ble valine (Ex, 9173 


17682 18906 Heward says it ie not true that the Com 
pany hed eritten off the vaie of ie tan- 
gible sesets and thet tie write-off re- 
ferred to by Me. Hoveon was the reduct~ 
ion apvlicable to goodwill account and 
not a reduction in value of the Gompany'ts 
assets, The reduction was in the intane 
eibless. 


ives 40-4148 Heward saye 92,200,000 charged to opera- 
tions ani seserves for depreciation or 
Ob aolescent plant 114 not reach this 
figure until 1914 and that these charges 
were not excessive 


17655 & Write-offs for baildins and machinery 

17658 between 1905 and 1914 was apsroximately 
2.49% per anus which Heward says is a 
very low ficure 
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Insurance Aovraienie « Valuations « 3 


Any write~wotf for cloging of mills 
would be ineluded in ¢2,200, 000 


Heward giys substantial part of the 
write-offs in 1618 and 1915 ineluded 
in 92,200,000 consi sted in writing 
of amounts applicable to goodwill 


Heward saye that if they bought a 
plant in 1905 for $10,000,000 an) the 
value of a new plant of @ similer kind 
in 1936 wag 05,000,000, they could not 


as for a return on the origins] value of 1 


the plant 


Heward gaye value of investment is the 
value of ne asecte of the Campany lye 
ing behind the imvestmnt bonis, pre« 
ferred aud com mon steck but not bank 
Loans 


Heward saya Goumlasion Gownsel admitted 
thet value of physical asseta is at 
least as hich as shwm on Company’s 
booka ani thet inmurance appreiaal of 
1936 shows it to be higher but that 
there has been execesive depreciation 
ond iuproper charges of betterments to 
ope ratioue 


Howard sayo 14 ia not justifiable to 
joke an insurance appraieal as the 
real wiue of the Conupany’s assets 


Ineuranmt« appmedenl is intended to 
show inairable or turneabie value of 
the prow rty ent is baced m replace+ 
ment costs lean depreciation 


In bocklet called "Insurance VYolustions 
by the Pact ay Mutuala’ it is stated 
“losses must be oo i on the basis of 
actusel wai vaime wt time of los” 


Howard says 1936 appraleal is not se 
exact ag the 1920 avorei sal 


Aporaies1 sae mde for the purpose of 
getting madmwm inevehle value 


Purpose of appreiaal was to eive the 
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Insurance Avpraigals « Valuations « 4 


Comany as exact a valuation as vossible 
of the Company's assete at that time 
419%). reas values now wore put at 
$8,000,000 and depreciated sw placenent 
values at $22,900,000 


Present book values are in excess of 
19% appraisal 


Presem dep meiated book wine is 
$38 ,172,276.12 (Sx, 1282 p. 4) 


Heward eaye there is nothing to show 
that the surplus value shown by such an 
aporaiesnl as compared with net book va~ 
lue on a cost basie are the results of 
overmdemreciation or charges of bettere 
rents to reapire 


Haward g@ibuite that Glaseco in his evi«~ 
dence atated he cougidered eharges of 
bettorments to repairs as bein: equiva. 
lent to depreciation (fv. p. 15765 ani 
13783) 


ie, Mokuer challenges et st eoent that 
market value of lands, tui ldings and 
machinery hae greatly imereased eince 
1906 (2x. pe 13761) 


fevard mibmite tht computations on 
page 7 of Bx, 917 does not establish 
that this extra walue ($17,265,726,17) 
when commred wlth depreciated cost, was 
due to excessive decreciotion oar to ime 
wre cer charges of bottermentse to operas 
tions (Bve pe 128594) 


Heward emtesdis that there ie an increa« 
eed yelne between 1905 and 1936 md there- 
fore mo seeret reserve of 917,265,728,17 


feward eaye natural veues of the michie 
nery im 1920 according to their books 
are still there and are not hiding pro 
fitea by reason of depreciation 


Hewerd gaye aroraisal values in 1956 
wero the gme ag in 1920 end that mlues 
of a year age were substantially sbove 
their costes 


im 


aye 


RAcolewina Ma ald RA 


» 


sit "ig sah stb a ea ‘asi ‘pombont 
a” ia oi nit ae Ail Ss a aloo one Se 
1% ee OR al 
ee ee ee day 


agi = 
as 


RETR Nh: hat fica foes Wer: ‘SHA A ee ed 


Liisa tianl ma skp 


eo Pte WEE MY =e wait ai i ww wean: awe 


Pun! Giataie ach hai signa 
it wpe fea alent me a sehaniuns taint 
ie ane a wo kien ran “tt pons 

a ee aa 


2 asennad ais ne “ele ae an? ; 
ae ae ne eee la 
Lice Ce ag bail ed Matis 
Cette; lab wt me o 1 sees 


ee aa arty CE aL, pith ‘aes 

mitnivtve 109 Goal at valle 
ih ae ays) maiko mene ee he at 

g fens be dae Renimnane ais Re Sey sisistate- iti 

ne: on, eden 1 bsksaaes Oe mam 

wah ie A Papen oi — egies ed 

Ve “ a c _ ae 4 ‘aul iesu4 


Per eat Piel 


cae aa or i sonnet i 


are 
vanes 


ag tik instant , 
1 ea See oul 
ee 


17712 


17727 


LP RB 
L7735 


L7785 


17748 


17748 


L7743 


LP ?5o 


17750 


18927 


Le922 
16926 


18926 


Insurance Apsrvaieals « Valuations « 5 


Hewasl aabmite thie proves his eamtention 
that Comreny hag not overedepro cl ated 


Howard disacress with appreisel figures 
whieh appear on mee 177 of Mr, McRuer*s 
brief, 


2920 appradeal 


Hewarsd gutmite that cost of building 

ani machinery assets up to 1920 amounted 
to $15,817,440 ani appraised replacement 
value nor as gown by 1920 appraisal 
amounted to $90,352,437 ao that increase 
in values was just unier 100¢ 


Howat says Communy’s coat valuee to 
1950 can macombly be taken on @ pre« 
war tasia beqcauge iuring the wax it wees 
very (iffieunlt to obtain new machinery 


Heward mys value in 1934 of 057,241,056 
ie still greater than the co ate of the 
easete of the Company by $21,724,416. 


Hewarmt auimite that appraisal of 1920 
only inereased omewar values by slightly 
wuler 100%, therefore, if in 1934 the 
valuga wore greater than poe~-nuyr values 
by 1597,0% the values sham by the 1920 
appraisal snd even greater values were 
Still there in 1934 


Dominion Textile Go, 4h not wite into 
its becoks the full increcse in value as 
shown by the 1920 a-vraiaal 


iewani aabmite that information obtain 
ed from Textile Work, Lover end Sirrine 
& Co, imiicates tint there hes been no 
overeGey melation 


Difference of $4,000,000 between pre sont 
hook walne and 1936 ineurence apyweisal 

night be accounted for by the extra wae 

lues quoted by thease three informants 
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Insurance Aporaisals « Valuations « 6 


Heward eutaites theb oly growmd on which 
it ean be established thet 917,256, 720.17 
is soeret profits is by considering the 
replacenent value nev, in 1936, of all the 
Company's fixed assets ag being exactly 
equal to the original coat; in which cas, 
the Company should bave srovided derreci a- 
tion from 1905 to 1956 only in the amount 
nocessary to reduce the coat of 

{28 44.9 648.57 te the depreciated Tol ue 

ae jem 1956 appraisal, nemely 922,105,653; 
a totel of 36,666,646.57 in 51 years or an 
merage of $215,032 per ancun 


Machinery reuresentsa about 758 of the 
value of the fixed assets 


Yeward auys thet values in plant are 
not the result of hidden profits bat of 
netiral inerease in vahwee of maciinery 
anid tmildings 


1920 Appraisal (iv. py 7454) (fm,1252 p.4) 
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PACE IN BECARD’S MeRUERS 
BRI ARGUMENT RBEBURTAL 
4, 17436 Ratio of earnines to invested capital 


(a) Bistory of Company's capital struc+ 
ture (ix. $12) 


19 197812 Statesent prepared by Glasses showlag 
imested’ eapitel axl eamings thereon 
from 1905 to 1036 (Ex. 1252) 


17515 Gonbined assets of o14 companies ac~ 
quired a greater value to Syndicate 
than what Syndicate tnd pedé for them 
sepa rately 


17816 Assete of o14 companies were pu rcha god 
at theiy estuml eam ralue, nob on 
theiy book value 


2 1744 Gordon says Coxpany's imwestuente heve 
aorrpectated by about half the emount 
of the million doliars which was trense 
ferred from Surplus Account 


12 17581 Amounts imresated by bondholders vere 
not included in ¢apital investment bat 
only amounts invested by preferred ond 
comm stockholders 


12 17582 Interest on bonie dhowld be included 
in eepiteal investaent 


L783 Prorer seientifie method is to take 
whole of cermanent inyscetment whether 
iuweted by a bontdholder, preferred or 
eormom stockholder avi trat that as the 
tweotment (fx. 1556) 


17556 Doubtful whether bank loane should be 
ine luded in permanent investment 


17687 4 8§=6 189% Benk loans are usually meade only to 
firmnee business et inventory penk, 
ami are not pact of invested capital 
(2x. 13587) 


13 17564 Yalue of asveta behind the iovestwent 
mast be considered; 1.0, real present 
day walue lying behini securities in 
hamie of investors 
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Investvent « 2 


Zarnings in excess of a reasonable 
return left in the business are 
eapiteal invested by the eousumr 


ewan eaye a thir and reasoushle return 
to induetry must be afiicient to permit 
part af tht return being loft in the 
bus ineas 


If m infustry umer mwotection grant ed 
earns more then a feir return, ai dition« 
al capital woalé be atiracted axi conpe} 
tition thereby intensified 


Virtually no investment in new plants 
in Conade in past 10 years, which indi- 
cates that the earnings during the se 
years have not been such as to attract 
eapital 


Tn caleulst ing the amount of capital 
invested, 1% i necessary to include 
all ernings or protite which have been 
left in the business by sharcholiders 
instead of being 4 istributed 


Kir, ReRuer aeys he is only prepared to 
adwit that the reasonable profit left 
in the business ought to be considered 
as capital on which the investor is en- 
titled to « return in the stuly of the 
sufficienoy of the tariff 


Loss of $614,605.36 on iovestments 

chown in 1933 is justifiehle because 
iuvestments held by Company are part of 
ite liguid assetea and if liquid assets 
have been immimd it is proper te trans 
fer funde from Surplus Account t cover it 
Apart from this loss, ther: was a shorta- 
ge of $10,471,22 for coumon shareholders 


Heward says Howson €if not ine lude 
Sherbrooke and Drummondville plants 
in 626,000,000 


feward objects to the deduction of 
212, 000,000 as it is part of the wilue 
of the inve otreat 


$1,000,000 witch wee taken out of 
surplus account to cover loas on invest- 


nent is included in this 32,000,000 
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Torestment «- 3 


Heward says MeRuer's calculation at 

wages 160 and 142 of his brief showing 
poaition Dominion Textile would have boon 
in hot it mid ite bond interest, preferred 
and common stock dividends of 20% per ane 
num on originel $900,000 aiould be igno- 
red; first, because it is fellacious thet 
all the Comey received for original is~ 
guo of commen stock was 9900,000; secondly 
becmee it includes among the earnings of 
the Company the so-called seeret imento- 
vy reserves and thirdly it le based on 
sapposition thet there was overdeprecia- 
tion ani betterments charged to profits 
anounting to $16,011,556.89 


f 


FINANCIAL and oPZkAt 


RESERVES 


| PAGE IN HEWARO'S BexUERts 

| BRIEF  ANGUMERT REBUTTAL 50 8 Ff 8k So OF 

il 17635 Fernings or profite shavn in Ex. 1252 do not 
include sscret reserves, but figures have b 
been adjusted for fluctuations in the mm ser~ 
ves 


ll 17634 Hewerd does not admit that so-called Invene 
tory reserve ia an Inventory Reserve, but 
it 4000 take in fluctustions in raw cotton 
reserves cham on the books 
invostuent reserve, bad debt reserve, conti- 
gent reserve, pension funl and general maexm 
ve 


17556 Generel Reserve imludes an adjustuent of 
$116,552.43 on a war contmet, balance of 
thia general reserve being mace up of two 
or three small rmserves 


17638 Special Reserve existed fram 1927 « 1950, 
Also rveverve for depreeiation on inve stments 
this existed from 19%) onwards; Reserve for 
exchenge on sales; falifax fixe loss reserve; 
Reserve for selling expense and reserve for 


intere at 
17333 Explanation by Mr. Glasaco as t manner in 
which Raw Cotton Reserve was adjusted 
17540 18905 One million dollars eas transferred from 
17662 Surplue Account to Investment reserve to 
17804 make up Loss that had been made on inyest~ 
17626 nents 
17540 18905 Company's profits in 1955 $725,589 
instead of loss of $614 ,685 »36 
17804 ne shown on pace 2 of Ex, 1252, Loss being 


due to transfer of $1,000,000 to Invest- 
ment Reserve 


17700 Heward contends that there is an increased 
valine between 1905 and 1936 an! therefore 
no secret reserve of $17,265,728.17 


17778 Heward says that values in plant are not 
the reault of hidden mofits, but of matue 


ral increage in values of machinery and 
dul ld inga. 
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Reserves « 2 


Hevard says the term "Laventory "reserve" 
used by Commission Counsel is a misnomer 


Company values ite inventory at market 
vaiue or cost, chichever is lower 


Howard says their inventory values are 
in some cases below cost or market value 


Balance sheet has an inventory reserve 
not discloged of $1,000,000, Heward says 
this cannot be called investary reserve 
and that it ie justifiable valuation of 
the inventory 


Howard says this does ob make any dif} 
Terence in the srofite over a term of 
years 


Heward submite that if the amounts dese 
eribed ag laventory veserves hy Commise 
sicn Awlitor were to be included it would 
have not material effect on the percenta~ 
ge of earings ag shown in ix, 1232, because 
if they are included in the Company's 
profit the additional equity rm nre sented 
by the balance of the reserve at the end 
of each year must be added to the invested 
eapital, Such adjustments would amount to 
considerably less than one-half of 14 in 
the figures a:an by Glasses 


Between 1990 and 1934 the Company's sure 
plus account ee reduced by over two 
milion dollars 


$1,060,000 which wis taken out of surplus 
account to cover loas on investmenta is 
ine luded in this 93,000,000 


Heward saya timt attempts to show that the 
Company had any hidden eamings as a result 
of over-dep welation and charges to corern~ 
ments have failed ani thet profits shown 
are the weal prefite, ond, therefore, the 
earnings in relation to Company's invested 
capital heve been rerearkably low avi inate. 
quately in view of the risks involved 


On accaint of diminisiment of pool in 193] 
1932 and 1935 it wis necessary to draw unon 
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Reserves ~ 3 


gurplua af the Company, aside from the 
$1,000,000 which was taken to cover ine 
vestments 


Mx. MeRuer saya there was 914,000,000 
or 415,000,000 of a secret reserve of 
profit 


Heward gaye page 8 of Exhibit 917 Is 
where Mr, Mcltaer gete at the figure which 
he alleres is secret profits resulting 
from deme ciation 
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Hew says eunigametions ani wergexs 

Go not necessarily .ean that there are 
now leas people encloyed beeeuge planta 
have been enlarged acl extended. History 
ef Coopany dave there kas been a general 
trend of Lnerease in number of ite emclo» 
yees 


Rayon Division reamed operations a a 
pert time basia, Prior to coaing it had 
bem: overeating on 46-hour week 


Oblimtion of a teriff «woteoted industry 
to Keep eaployess working 


No compensation we given t% exployeca 
for losses t ey auffered in lieday ahute 
down 


If Cowpany could sot mamfactuve gooda 
at a profit, employees waild have lost 
thely employment anyway 


United States manufacturers are in a 
position to set their own ataniarda of 
wages end hon re but Canadien manafectue 
rere are not 


in Budget Gpoech of February 85, 1937, 
Minieter of Pinance, in diseusaing un 
enployue nt @iai: “The real solution sust 
come end ia coming thrush the expansion 
of private enterprise based on comli tious 
fabourable to the more extensive 4 

ment of our pimery and other ISausteies” 


Wamber of hours worked in 1921, 1952 ani 
1935 in welation to 1927 


Belilantyne Giseusses vhat is likely te 
be the probable future of the textile 
worker 
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Labour Conditions «- 2 


Trend since 1912 is towards a sorter 
working week and higher wages 


Number of exuployees increased from 
47350 in 1912 to 5900 in 1936 


Ballantyne says that as a result or 
the policies euployed by the Company 
the employee has shared equally with 
the employer in the benefits 


Despite a shorter working week the 
worker of tolay is earning 65% more 

per week and has 325% more purchasing 
power than in 1920 and this increase 

has taken place without it being necessary 
to increase Gost of production of goods 
produced 


Prospects for textile workers are higher 
wages and shorter hours 


Ballantyne says Company has vrovided at 
its own cost pension scheme, group life 
insurance, accident & sickness insurmce, 
ete, 


Ballantyne thinks voluntary development 
of better working conditions and services 
rendered to the employee is bound t in~ 
crease in future 


Company was able to provide continuous 
enployment during the depression 


Average real wage per employee hour rose 
in peoportion as the productivity of the 
worker increased labour thereb y sharing 
in the increased production of wealth 


Ballantyne deals with labour condi ti ons 
work loads and wages of Dominion Textile 
CO 


Number of mill workers employed between 
1930 and 1935 


Number of amployees on payroll and mmber 
of enployees required if each worked upon 


a full time basis fro m 1912 to 1936 
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Labour Conditions «+ 3 


Sh ti of mill tows outsiie of 
Mont real, 


Betablishnent of baste ami etane 
dem week adopted firaa i ah omen ies 


is Gil. cages vetoes of wees are based 
pon & SO-hour week 


Labour policies 


Theber of female workers in textile 
industry in Quebee, 1L9Sd 


Wage ¢lagsifieations of fewle worrers 
at Ghewheooke beeed on standard wek of 
85 house 


Hork lead and Igbour sonditione 


Lower mys work required of Canaiian 
textile opastives is couewhit jess than 
would be sonsidered good practices in the 
United States (iv, Be 1794) 


Leper tout general working conlitians at 
Sherbrooke better than the averng end 
eousiders then good (vs pe 1795) 


Yessewien's analyels of fwaale weavers 
and aplusers at Merchants Srandh of Dondnion 
Textile Gow (ix, 1209) 


Since 192, emount of work required of 
a weaver hug deergage’ due to bapreve~ 
tem in wachinery (x. 1209 p. 85) 


Peasenien gaye Littie with regard to 
working ¢onlitione except thet whieh is 
found at page 21 of his report (2x,1208) 
Air-conditioning equipment hag been 
ingtalied by the Company at Merchants 
Branch, Monteorency oni Vulleyfield 


fiv~conditioning equinment is deseribed 
by Cordon 


Penatons ani Group life Ingareace (Ex. 38) 
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Labour Conditions « 4 


Gorden says shout §10,000,a your, out 
of $75,000 is being paid in poneioas 
out to retived @mleries etaff, the ba- 
lance mine to vege carmwra 


tn epite ef wace decreases in 1S, 

ghe workers actually surued aractioally 
aa such that year as they bed oarned 
during the previous pour, but they had 
te work lomeer hours to do it 


Ineveased howra of labour was possible 
becau es the Caupany wee able to gall its 
goods ab a Lower price + Had it not been 
possible to reduce prices thore might not haw 
have been as much work available for the 
workers at ¢i6 o1d rates 


fallantyne subaites thet evidense given in 
Ottawa by five employees of Cotten Divie 
gion at Sherbrooks md six employees from 
Hochelags Mill faisl to substantiate com 
plaints made by Albert Cete, Vresident of 
the Federation Cetcolique Nationale du 
Textile (Ev. p. 11523 ani 13456) 


Adoption of «hour week by Collins & 
Aira 2 


Evidence of Mill Saployces 


Mumber of exolosees of Company who 
appeared es with esees 


Recloyees who wore eemined avey from the 
¢own in whieh they worked either had se 
complatnts to mire or complaints whieh 
aid not bear up unier covres-exanination 
(EBvide De 1665 to 1696} 


Svidesoe of Rose Provencher was ast 
correct (Ev. po 4509) 


{two witnesses ( Lamontagne end Biel ) 
stated that with an increased number 

of new machines the work was easier 

than 1% hed been with fewer machines 

and wag net too haxi (fv. p. 1666 to 1672) 
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Labour Comiitions « 6 


General nature of compaints at Sherbrooke 
Wad w 

(1) Thet number of machines hed been ine 
eroneed without a carvesoonling inerease 


in cay 

(2) That the job assignment wag too heavy 
(3 Theat in some cases operatives were 
Obiiged te work before seven in the mom 
ning ani to do overtime. 


The change in wachinery at Sherureoks 
commended after Dominion Textile took 
ever plant from Comadlen Connecticut 
Cottons (Ev. ps 4623) 


work Lont are not excess] ve-PAliantyne 
thinks if tec mush were asked of an 
operative, it wuli be fount ow and 
wmrreeted 


Ballentyne dogs not think workers et 
Sherbrooke were overloaded although 
workere Ind sot time for supper and bad 
to ea% while working 


Sumrinteadent of Cotta Decartinent at 
Seerbrooke gays there is no orertine 
work jesse it is neceseary (Ey. pe @ad626) 


Overtime work generally cemuencea at 6.30 
axl continues until 10 pes. « Superinten« 
dent wells only twice in olae years when 
wore nh qaployees were required to do orertie 
me work, toth being about 1980, 


Yorkers af Montworency eouplained : 
(1) Aw to sanitary arvencevents. 

(2) As to drinktag weter 

(3) As to lenovenee of basis of pays 
(4) As to leok of provieion fer cloakd 
ané diuin ¢ roome 


Five witnesesa steted that sanitary 
“in gemente wre bads four witaesses 
geld they were geod Uivis p. 4688 & 
4657) 


Ballantyne gays complaints have to be 
met regardless of the number of works 
ere who mke them 
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labour Comitions « 6 


Complsints ¢6 to drinking water 


Althaugh dining room ani os feteria 
ame operated at a very lew charge, 
the largest auaber using it hag only 
been 50. Maployees apvarently do not 
want to we it 


Ne special rooma beve been set aside 
a@ ¢loak rooms, and ¢lothes are humg 
upon pegs on the wall (fv. 6. 2673) 
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MACHINERY 


18922 


aps eee 


Cost of machinery 10% higher in 1935 
than in 1922 


Heward says natural values of the 
machinery in 1920 according to their 
books are still there and ere not hiding 
profits by reason of depreciation 


_ Varistion shown by these three sources 


in replacement values of machinery 


Verdun plant purciesed from Government 
and new machinery put in in 1920 


Hewerd does not think Gonion discussed 
withthe Goverment the fact that Magog 
mill could not keep up with finishing 
Sherbrooke goods, etc. 


Mechanization in United States ani 
Canada about equal 


Automatic machinery was installed fran 
1920 to 1923 


Since 1921 emount of work required of 
a weaver hes decreased due to improve- 
ment in mchinery (Ex, 1809 p. 25) 


Air-conditioning equipment has been 
installed by Company at Merchants Branch, 
Montmorency and Valleyfield 


Airconditioning equipment is described 
by Gordon 


The change in machinery at Sherbrooke 
Cammenced after Dominion Textile took 
over plant from Cansdian Connecticut 
Cottons (Ev. p. 4623) 
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Bluefield Wate: forks and Imorovecet Co, 
vs Public -ervice Comission of the State 
of fest Virginia 


State of Missaari ex rel Southwestern 
Bell Telenhome vs Public Service Commis- 
sion of Missourd 


EeCardle et al vs Iniianapolis Seter Co. 
City of Torosce ani Tomnto Ry. Co. 


Canada Southarn By. Co. ani Intermeticonal 
Bridce Coe 


Exe Be Moncton T.E. & GS. Co. LE 
Wester Tolis, 19 Canadian Ry, Cases 


Heward gibmits ad itionsal fMectories 
aiculd be established to aive ereater 
esploynent 


Heward sys thet to lmep existing compa- 
nies healthy and efficient there must te 
threat of ner comanies entering she 
field 


Founlers of Dosinion Textile Co, thoucht 
fielA was over-occupied when they took 
over four ol4 camanics, but producticn 
was not reduced 


One of the services remicred by textile 
iniustry in reters for tariff protection 
is the civine of esployment under fit 
conditions end proper wages 


List @ 507 comanices from shom Daninion 
Textile Co. tuys mipplies 


Hewami mys distinction mde by =r. 
NeRwr between a public utility and 4 
peotected intustry is sot sand because 
beth hev priveleges given them in 
cons ieretion of services meniered 


Hewami assumes that encouraging of new 
ventures in intustry is deai mble 
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Risceiiemeaue - 8 


Inception of undertaking was 1674 


Between 1915 ani 1920 average coat of 
milding 2 eqguipping a cotta mill 
increased from $87.28 to $73.02 per spinile 


Cost of erecting ant quipping 4 cotton 
mill as set mt in letter from “Textile 
World” to Whiteley, Dec. 2, 1956 


Cost of equipping a eotion mll2 as set out 
in letter from Ralm 2. Loper Coe to G» Be 
Gamion, January 85, 1957 


fable shavingestimted cost per spindle of 
eauipping a cotton mill 


Cost of erseting ani equipping & cotton 
mill ag ma tenitted by 7.8, Simine & Co. 


Heward saye Company's cost values to 

1290 ean reasonably be taken on a pre} 

war basis beceuge durin: the war it was very 
arri@ilt tw dtein we m chinery \ 
Eetinates of cost submitted by Textile 
World, Loper ani Sirrine & Co, show in 

1920 a much larger increase over pre-war 
costes then was shawn by appraisal of 1920 


Variation show by these three sources 
in replacement values of machinery 


Heward submits that infommiion obtained 
from Textile York, Loper and Sirrine & 
Coe indicate s that there bs been no 
over dep re ciati on 


Difference of $4,090,000 between pro sent 
pook value and 1956 ingirance appraisal 
micht be accounted far by the extrs values 
quoted by these three informants 


During wor there wig no incrense in size 
of mills 


No evidence that srices went ei ther up 
or down after the merger 
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Miscellaneaus « 3 


L7G Chart prepared by Mr, Gordon showing 
whet happened to prices in relation 
te the prices of mw cotton, 1904 to 
1907 


17918 Heward seys 1% ie important to bear 
in mind that hetween Sherbrooke ani 
Magog there was a considerble time 
lag and goods being ma mfactured in 
the greige at Sherbrooke might not 
reach the market for Mve or ix months 


17925 Heward dees not think Gordon discussed 
with the Government the fact that Magog 
Mill could not keep up with finishing 
Sherbrooke gooda, etc. 


17944 Obligation of a tariff protected 
17948 industry to keen employes working 
L7946 Heward does not ecneider thet any 
17948 tariff protected industry can be 


expected to keep on indefinitely 
mamafactu xing goods which they think 
Gazot be solé 


17949 Howard says it is Lece expensive for a 

i7 9H mnufseturer to keep operating than to 
Glogs down if foods can eventually be 
mld. If there is possibility of not 
being able to sell gals at a reason aq 
ble price theremedy would be cessation 
of operntione aid mt ¢urtadime nt 


17960 Standard of livine in United Statens 
higher waces em sorthe hours now 
being advoe ated ami put into effect 
in The United States, 


417961 114,000,000 yards of cotton goods ime 
ported into the United States in 1936 
while imports into Canada were $97,000,000 
marie 


17962 77,000,000 square yara of cotton goods 
imported int o United States in 1936 
eam from Toqpan. in 1935 Japan moplied 
36,000,000 esqere yanis of total imports 
af 63,600,000 squire yazis 


17 962 United States canwlacturers are in a 
position to set their om standards of 


wages «nd hours Wt Canadian manufacturers 
axe not 
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Miscollane¢ms «+ 4 


Exports of eoitan goode from United 
States in 1936 enounted to 166,000,000 
amare yaria 


United States in spite of higher wages 
ond staniard of living is sble to octue 
py fliret place among exporting mations 
6 to conditions being favourmble to 
high efficieney om account of volume of 
prodae tien 


foxtile exrorts trom United States 
are very xwoall in commrism with sales 
in their own market 


United Statea imports are just over 1¢ 
of its congametion, but in Canada, 25% 


Charts showing duties on imports inte 
the United States of grey sotton, colour. 
ad and bleached cottm cloths (x. 1360) 


Heward guys a very slight increase in 
the cost of producing scott m gooda in 
Canada qeoneLoned by higher wages and 
sier ter hore of lnbour in afvence of 
technological changes woult only result 
in Goneadan mille losi a: more of the 
domestic raxket to exporters 


Charts showing rmletion between volume 

of préduction, cost of production and 
profit per pound of production in 
Deutinion Textile Company over last twenty 
yoara (2x. 1361) 


Wages are insluded in total cost of 
prolmtion tat are not dom separately 
on charte 


Line "C* on Chart O08] indicates that 
1919, 1921 ani 1927 were the sore 
profitable years in the Company's hise 
tory since 1916 while the poorer years 
were 1924, 1950, 1935 amd 1935 


Profitable years cannot be judged alto-~ 
gether from charts because it only shows 
mamfacturing angle and would not take 
into account a big rise in valw of raw 
cott on 
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Miscellaneous ~ 5 


Gordon @aya really pr fitable years 
were 1915, 1919,t0 sam extent 1920 


1919 wes most profitable year between 
L916 and 1937 and 1921 came next 


Line "{" on chart CG-2 represents the 
avernge cost per unit of proluction to 


the consumer (cust mer) 


After charging full depreciation in 
19M, for the firet time since 1950, 
the manufacturing profit per pound 
was very moderate, bat combined with 
ahigh production it reeulted in the 
best imiicated wofit since 1928 


Unit orofmit is so low tt it requires 
a exeat deal of volume to make a profit 


Advertisenent fran Praser's Directory 
showing materiale mate by Dominion 
Textiles for other competes (Zz. 1362) 


Amounts expended by Company in 1956 
for aipplies, freight, express & taxes 


In Budget speech of February 85, 1957 
Mindster of Finance in discussing une 
enployment aaid "The real solution must 
come ani 1a coming thramh the expangion 
of private enterprise tased am coditions 
favours ble to the »ore extensive develap~ 


ment of air primary and other industries, 


Retailer expecte and receives a higher 
rarkeup on imported goods them on dow» 
meatie gooda 


If there was no textile industry in 
Canada the G5,000 people now engaged 
inthis industry could o longer look to 
the textile industry for the wages that 
gives them the urchasing powe r to buy 
anyt hing 


If textile industry isdestroyed we must 
contenplate the creation d new indus tries 
or the expa:sion of existing iniustries 
to take its place 
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Mi gellaneous « 6 


Katinetion of the coticm textile 
industry in Canada would have little 
effect so far as reduction of costa 
in other industries was concerned 


Ballen tyns hopes that final report 
Will wovide Company anil the mblie 
with informetion whieh will show the 
importanes and utility 6f the indus 
try to the eomtry 


Management eoabs not included in 
schedule but is dealt with separately 


Between 1914 and 1920 the mnaroment 
gave the worker better tools to work 
With ani he wis able to soraduce more 
and @arn more 


High level of effleiency wes constantly 
maintained by imbroducing the moat 
modern methoia of mechinery, thereby 
increasing productivity and the cernings 
of skilled ish aur 


List of olants operated by Daminion 
Textile Compa ny 


Population of mill tows outside of 
Mont real 


Company has been and is being prudently 
end economically mamged and developed 
{Eve ps 12846 ani 1leas9r) 


Loper saya Walls are being efficiently 
Tun (Ev. Pe 1601) 


Fessenden quotes an American textile 

exe rt's opinion as to Canadian manu- 
facturers proiucing at lower cost by 

means of up to dste equi pment 


Ballantym saye the effielency of the 
Gommay has been pretty well recognized 
as shown by the evidence 


Contimaed existence and growth of 
Conmany is ontizely due to ita being 
one of the beat managed canpanies in 
Cunnd te 
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Younders of Dominion Textile Co, thought 
field weg oreroceupied when they took 
over four old coupanies, but production 
was not reduced 


855 of operations of Company are confi« 
ned t grey milis 

Ueployer has been able to inersase the 
eaployees* productivity go that despite 
increased wages, production has aleo boen 
inereaaed pt oportionately 


in tems of real wage costs per pound the 
enoloyer bas goined slightly einee real 
wage rates were 1% higher in 1956 than in 
i9i4, compved with a 594 increase in oroe 
@uctivity of the worker oer hour between 
the teginning ani the ent of the same 
periedé 
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Meck wae the ons who recoume nded curtaio 
ment 


Assoglated Textile mill wes closed on 
Decenber 16, 1935 ent reopened on January 
18, 1936 


Marx told Broad Silk Group that erteile 
nent of the mills would be a safeguard for 
them until they were able ts prove to 
Government the rieks of these jmportations 
from Japan 


Curtailment wes discussed with Daniels, 
tat not decided upon 
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Dominion Cottons Milla Gow Ltd, 
Report to Ghareholiersa, 1696 « Cospany 
becane its om selling Agent (4v,5795 


Annual Meeting, April 7, 1902, 
Diguatrous yoar Sue to purchases of 
eotton at high prices, New managment 
appointed, Selling eiven to cuteide 
firm (ov, 5751) 


Capitel aml silee of Company in 1936 


Company would have to reduce ite norieces 
consiijersbly before they would be rm. 
flected in price to conamer 


Saleg dollar represents prices at wich 
g0ods am sold to wholesaler, retailer, 
GuttLeMmup, StGe 


Gordon @tated he would re-open mill 
when he saw hie way clear to mping 
Sal oo 


Order ai tuetion improved won Sherbrooke 
mill was re-opened 


Specified and bolk ardersa in January 
1935 ant 1956 


Rxplenation of "bulk orders” 


Orders for future delivery are in a 
valnorable position in a falling mar 
ket, but bulk oniers ope in a parti-~ 
calarly valnersble position as the 
customer by withholding specifications 
ean make thea almost impossible of fule 
fi Line nt 


Selling and administration costes in 
first SO years of the Campany?s oxia~ 
tenes amounted to 910,500,900 dur ing 
which time Company sold 9460,000,000 
worth of goodie, Ratio of cost for 
selling and administration wes 23.% 
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Suspeusion of operations in Rayon Divi ston 
at Sherbrooke 


One of reuaons why plant was not re-opened 
vefore Jan 23th was on account of King’s 
funeral on 23th 


Rayou Division vemumed operations on a 
part time basis. Pricer te closing it had 
been operating on 48-hour week 


Order t w-open plant wie given four Gaye 
before Cocalesion was apyointed 


Decision t suspend operstions at Bier. 
brooke wos made solely by G68. Gordon, 
the purpose of the mepension being to 
may time until the situction in regard 
to Japanese competition sould be clari-< 
fied (Ev. be 2198, 2166, 2186 ani 6489) 


Gordon stated he would re-open mili vhen 
he saw tie way clear to making gales 


Order situation imo-oved wien Sherbrocke 
mill re-opened 


Gordon denied that will was eloasd in 
order to make a desonstration ageing’ 
the Gor errese nt 


While Dominion Textile shut-down was an 
iniefinite shut-down it was for the purpd.= 
se of marking time (Sv. pe 2151) 


Situation improved safficlently to enable 
Gompany to continues operations on a limi« 
ted acale 


Letter from Gelis Gordon to Hector MacKin« 
non dated January 16, 1936 (Ex. 149) re 
tariff couputation worked oat by Mr. 
Gorda 


Heward says that letter may not have been 
have been explicit? enough about stoek sie 
tuationor order situation, but he does not 
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Sherbrooke Mill Closure « 2 


think 16 me intended as a devonst ration 
to the Governmmst or to intimidate the 
Gov evane nt 


Thla letter to BecKionm was Gordons 
attenpt to justify hie action in closing 


Comliun's atienp to juctify hie action 
in closing 


Gomion decided on siuteian purely fron 
point of view of Company's manufsetu- 
ving and selling operations 


By not running off leome Gordon put hime 
self in a position where he could carry 

on if his fears of Japanese competition 

proved groundless, tat if his fears were 
not ¢rounilees he would have to sop any~ 
way 


Ho Gemponsetion was given to enployees 
for iosees they suffered in li«day shute 
down 


If Company coulé not manufacture mods at 
& profit, enployees would have lost their 
@nploysent anywey 


Company aeaiuted exployees by supplying 
them with fuel fron ite yards and gua 
ronteeing their accounts with the suppliers 


Company received the full benefit of the 
oh ut down 


Heward seys it ia less expensive for a 
manufacturer to keep operating than to 
clowe down if goods can eventually be 
golds; If there is poselbility of sot 
being able to sel] goods at a reagonable 
prices, the remedy would be cessation of 
operntions and nob curtailment 


Curtailment was disauesed with Dantele 
put net decided on 


Operations at Sherbrooke were regauwd on 
Jonuary 20th, the day after the King’s 
funeral 
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24287 
4 17432 1s642 Hearing of return on inve staent upon 


question of tariff mreotection 


18 17589 18886 Adequate teriff is one which enables 
18861 manufseturers te compete am an equel 
footing and still mei . rea sonable 
peofit, aise encourage the este bli she 
ment of new industries 


18 17592 16893 iHeward accepts rmesconsi bility for 
saying that tariff? should be euch that 
it would encourace nev investment in 
Ganacn in the textile industry 


18 17592 18860 Heward says @ll thay aro asking for is 
to be able to comete m ayiml footing 
with others 


18 17894 18900 Hewart sontends thet tariff protection ie — 
18847 not only intenled to ensure the survival 
18885 of those now engaged in the iniustry, but 
to procure the establishment of mew induse 
tries 


15 17596 Heward suits alditimel factories siould 
be stablished to eive greater enploynent 


17598 18900 Considerable investment has been acquired 
and unless tariff protection is afforded 
the iovestment will be loste One of the 
purposes of tariff is to meourage induse 
try to expend avi give more ouployment 


17599 18902 Hewerd saye that to keep existing compa 
nies healthy ond efficient there must be 
the threat of new companies entering the 
Nelda 


17599 Heward admits that with @ properly levele 
led tariff industry can be kept healthy 
by threat of outside canpetition ant by | 
threat of new industries coming in in 


17603 1L886¢ one of the services rendered by textile 
injustries in return for tariff protete 
tion is the giving of employment under 
fit conditions and prope, wages 
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Tariff « 2 


Heward says di stioction made by BM. 
Metuer between a yablic utility and a 
pr sbected industry ie not sound becaw 
se both have privileges ¢iven them in 
tonglderation of services rendercsd 


Zarninegs should be comme naurate with 
risk entailed incompetitive iniustry 3 
hare diould te stability in tariff 
protection 


Menufacturing industry should reeeive 
a higher return than o« public utility on 
Secount of grenter risks it rons 


Valine of what it wuld cost for afidition~ 
ol plant for orover expansion is an ime 
portent alere:t, assuming that 1% is tie 
desired policy of the country to protect 
the indus tey 


Heward gaye that Mar, Mekuerts theory 
that it ia improper for iniustrialicte 
who have received special pivileges 
fran thedovermmat to make large profite 
at expenee of ¢msumers is unsound 


My, MeRuer says if an industry aske for 
something from Government, then the 
Government has something to say ebout 
quantum of privileges that they sive 
them. If industry y aske no special 
privileges, Lt is entitled to any pro- 
fit it ean make 


Commissioner says if any industry ie 
rote ated it would be «a misuse for ite 
protection 1f1i1%t unduly omhenced the 
reiee of ite pratuct 


Protected iniustry, if receiving a snaller 
retum than iniustry gonerally wonld not 
be 80 sttiraetive for investment of new 
capital 


hie. Meliuer saya these eamings ams more 
than & weuagonable return under the tariff 
protection they have. Heward mubaite his 
figures are masonable and that it is the 
value lying behind the investment that 
counts ~ not hov much stock is outetui ing 
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Tariff «= 3 


Heward doss not admit that he should 
take into cmalderation how the value 
of the investment was tailt up unter 
& customs tariff 


I? an induetry unter protection granted 
earns mare then a fair return, additional 
‘Spltal wuli te attmected ani canpetition 
themeby intens ified 


Reward thinks Government would object 
if part of earnings was not pat back 
into a protected inda stry 


Hewanl mys return on investment taken 

on investment end cost and on wihe of 
investuest has been most reasonable, and 
that thease earnings indicate that existe 
ing terii’ protection is not gufficlent to 
eAgsure a Poasonable return 


Heward emys he will deal late with what 
tenif couls be 


In view of pnod maneganent Heward thinks 
they are justifled in looking at returns 
on invesinent in relation to question of 
tariff protection aa ae guide to it. 

(Sx. 1282) 


If 4t is attempted to use alleged earn. 
ings on common stock or on a portion 
thereo?, or alleged profits rade by 
comon stockholders, companies oe mgaged 
in the industry would have te he dlase 
aified according t various types of 
capital structure and « separate tariff 
devieed for each: one, Heward snys this 
ia fallacious 


Heward sutmite that oven if premises on 
whieh the computation is based wore not 
faliacious the computation would in ao 
way eupport Vr, McRuer's conte ztion that 
m otective tariffs dhouli be reduced 


Hewaxsd aays all their monies cane 
from the consumer; and all taxes fou 
yart of the selling price of the goods 
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Company paid $619,841 in tazce to 
vorious Covermente ol) of with came 
Tam the tonsener 


owas eye if Conpany hed aot hai to 
gay these Game 1% mickt have teen able 
© tetace aelitng price 


Voth ¢onmmusers ant aharecholiers eaffes 
ei on ateominmt of the ae taxes 
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Goum ty ties te aot 1t wat of the 
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Pelee of Jame co yen 


Mewart thinks main object of Otte 
moting on Taser y 14th wie & iige 
auto tarit’ a teatioa 


AS meeting with Mimotera oa Jaounmy 
léth, no definite reassarances or 
definite topos of amy remedy wore hold 
mi w the delegation 


Letier frou ts os Gordan te Peotar 
UncKinnen dated T.meary Lé, 1956, 

(fw. 140) ve tarit! cocpubation wo rind 
mt by “2. Gordian 


Ohligntien of a tormifY protected 
Leiustey te eur eaployees working 


Howard does not conaider that any tariff? 
protested Lola gery son be expected to 
keoy on befinitely moaufasturing goodie 
vhid: the taink esnnot be gold 


Hewort eye wootdine of Subeacetion 8 of 
Aeotion 36 of Customs Terit® Ast ¢learly 
wigs Wies ac .stention that other coun 
tries with deomedilated gurreceics and ta« 
known eoeto of pouluetion chould sot bee 
sifit at expense of the United Kingdom 


Heward oye Gibesootion 8 of Section 
geen not amoower Gusto a. thoritios te 
value goois for special (dumping) dety — 


Charts showing duties on imports inte the 


United Stata of grey cot ban, colonmd 
bleached aotten clothe (ix, 1360) 
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Pariff - 5 


Hewanl’s aitbuission as to why oot) on 
mould eaxtimwe to receive tariff 
pr ote et fon 


Al thouch miny clothe are mde to paz 
ticular specifiestions, mills couli not 
economically ani successfully opers te 
on that type of business alone ami must 
be mippleme med by other types of goods 
which Dominion Toxtile could not manus» 
facture and gell. st the ease prices as 
similar epe de could be landed in Canada 
if there was no protection 


Soest of eocds to the congumer if there 
were no duties or only very low duties 
on imported coodda 


If 50% of business being obtained under 
protective tariff was lost mnufactue 
ving costs ani selling prices would be 
higher than unier existing condiitio js 


Retailer expects ant  eseived a higher 
nexkeup on imported cooie than on do- 
mestis goods 


Yor the econmimer to benefit from a lover 
tariff there would have to be a eandition 
where the textile industry no lencer 
existe in Canada 


Hewart seys that assuming that no tariff 
or low tariffs wuld reault in lower 
prices tothe conamer, the indugtry in 
Ganada could not survive 


Heward eays present protection isa nct 
enough ani they could not survive on 
anything less 


Hevenue country received fron sales and 
excise tax on goods other than raw matee~ 
tiele purchased by Company in fiaal yeer 
ending Merch 31, 1956, amcunted to 


Rxcdise tax on finished textiles coming 

in to replace Canelim goods would only o 
offset exeise tax on present imports of 
raw matericis 
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If the Canadien company operntes at a 
peotit 46 aplite that profit with the 
Government but the foreien maaufectue 
ver couli not be ¢alied upon to do 
likewlae 


if there were no duties, the only offset 
t the loss of the industry would be a 
problematical lower level of prices to 
the ¢on wamer 


Tt te doubtful if on the aversge the 
tarify today is taking as much as 10¢ 
of the eon gums’ deliar for sottm 
foods 


if there wis no textile imiuetiry in 

Canada, the 63,000 people now engaged in 

this imiuebry ¢oulad no longer look te the 
textile industr for the wages that gives them 
them the purchasing power to buy anything 


If textlie industry is destroyed we must 
contemplate the creation of new inftuae 
tries or the expacaion of existing indus» 
tries to take ite slace 


Extinetion of the cotton textile indus 

try in Gansda would have Little effect so far 
far as mduction of costs in other ine 
custries was ¢mecmed 


To be renliy logiesl, Heward says, we 
mast be -remred in the interevts of 
inercaesd «ports of natural yoduete to a 
sacrifice not only the textile iniustry 
tat ell eter iniustries in Canada which 
cannot produce goods aa cheaply as they 
ean be brougst in under free trade cond i+ 
tions from other countries 


Duty valid on impertations of textiles in 
1980 was #80,000,000, the highest since 
1920, wien it was $42,500,000, In 1936, 
it hed fallen to $11,890,000, Lowest 
year was 19235, $11,134,000, For nine 
neathe of 1936037, flecel your it has 
amounted te $9,986,000 
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Tariff = 7 


The mrpose of e tariff is to provide 
additional employment at a seale of 
veageea in accordance with the levi of 
eqmomic devel oument in the country, 
a9 well ag to round out ia iniuetrial 
activity 


if the imposition of a tariff was far 
the ~urrose of raising the wage level 
ahove the average in similer or other 
intustries then such tariff would not 
be necessary 
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WAGES ani SALARINS 


PAGE IN HEWARD'S Mekum’s 
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LOZ wage reduction in 1934 
Sf wage reduction reato red 


Howard gubmite if 1% hed not been for 
revenues fran oatelie tuovestments it 
would have been ~ecessary to make furs 
ther reductions in wages ani earlier 
ani possibly more drastic reductions in 
dividemis to shareholders 


No G@xpe mation wia given te enployses 
for losses they miffered in ll«dey shute 
down 


Wages ere included in total cast of proe 
duction but are not shown separately on 
oh arts 


Outline of main feetors which determine 
the amcunt ef wages which Comany ¢an 
pey ami does pay ani the mamer in which 
the wipes are paid 


Schedule showin difference between income 
ani fixed expencituies ami the maulting 
encant of money or pool whieh was availa~ 
ble between 1927 and 1936 to veward oani tal 
and wages (Ex, 1363) 


Gehedule shovs point beyond whieh Company 
wuld not go in remunerating labow and 
capital without using up part of ite esow 
mulated capital 


In 1927 pool was over 87,250 ,000 


Second schedule shows bw pool was divi ded 
between labour and capital (8x. 1563) 


Third ethedule shows respective investment 
of labour @ai capital for ten year period 
and the retum of each in relationte 1927, 
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Salaries and Wages « 2 


Schedule @ shows that Labour got 65% 
po pool while capital received 
RS 


After 1930 as pool beeame emaller so 

4ia labour ‘a share in absolute enount 
bat not in proportion to capital's share 
due to labour's investment of man hours 
being less in 1931, 1922 and 1933 


Reduetion in wages rates in 1935 which 
avo rged 11.46 reduced Lebourts return 
on ite work in 1934, Unwerd revision of 
wages in 1934 ami 1936 reatored Jabour'’s 
rate of mimrn per man hour t o14 levels 
@xiating prior to 1935 


Sknedule 3 showa that by 19535, for every 
100 man hours worked in 1927 there were 
only 70 man hours worked in 1035, where~ 
aa for every 9100 earnad in 1087, there 
wae atill 85 beine earned in 1955 


For every @100 invested in the business 
in 1927 there was @108 invested in 1933, 
at for every $100 which capital at out 
ef the pool in 1927 it got only G26 in 
ge In 1936 lsbour got $99 and expi tal 


Ballantyne submits that these statements 
show, first, the Limits within which « 
ompeny must operate when it regards 
lubour and cepitely second, the manner in 
which the policies of the Company have 
operated in the division which was made 
between the fusie availatle each year es 
betwoen capital and lahourg and third, 
during the ten years the share of labour 
in the pool has been increased relatively 
to eapiteal 


How Labour's share of the pool is divi-~ 
ded ame among the various classes of 
labour oni among different workers theme 
aolves 


Company cannot dbfain end encloy a parti« 
Culer type of worker unless it is prepa} 

ved to that worker at Leaat the price 
he oould get in some other cecupat ion 
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Wages ant Salaries « § 


Dubing 1931 ani 1982 Company paid 
loom fixers 487 an hour ani in 1933 
alter reduction of wiges, 42.8¢ 


Yorkers are paid according to the 
mari@t value, the difficulty of the 
Job ang the productivity of the worker 


Ballantyne discusses wiat is likely to 
so the probable future of the textile 
Worker 


Employers has been able to inereasa the 

esployees’ productivity oo that despie 

‘6 increased wages, proluetion has also 
been increased proportionately 


in terme of real wage costs per pound 

the employer has gained slightly since 
real, wage rates wore 5L% higher in 1936 
than in 1914, conmred with a 63% in» 
crease in productivity of the worker per 
hour between the beginning and end of the 
sane period 


Between 1914 ani 1920 the management gave 
the worker better tools to work with and 
he was able to produce more and earn mare 


Ballantyne seys that as a result of 

he policies anployed by the Comany the 
eaployes hag shared equally with the 
enploywer in the benefits 


Despite a shorter working week the worl 
er of today im earning 65% more por woek 
ond has S26 more purchasing power than 
in 1920 and this increase has taken place 
without it being necessary to inerease 
cost of production of goods prod wed 


Prospects for textile wrkers are higher 
wages am shorter hours 


Belientyne submits that during the 

period of business depreasion marked by 
declining earnings, same downward ad juste 
ment of wage costs was e ssentiel 
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Wages and salaries « 4 


High level of effieleney was ¢matantly 
mainte ined by introducing the most mo« 
dern methods of machinery, thereby ine 
creasing productivity and the earnings of 
skilled labour 


Average real. wage por enployee hour rose 
in proportion as the poduetivity ont the 
earings of skilled labour 


Average real wage per employes hour rose 
in proportion as the proaiuetivity of the 
workex increased, lebour thereby sharing 
in the increased production of wealth 


Ballentyns says that the fact thet an 
intustry is grented tariff protection 
is not s rengon for which employees in 
thet industry chould be paid upon a high+ 
er level than other comparable grape 


The purpose of a tariff is to provide 
additionn] employment et a scale of wages 
in accordance with ths level of economic 
development in tho country as well ag to 
roumi out ite imiustrial activi ty 


if the imposition of a teriff was for the 
purpose of raising the wige level above 
the evernge in elmilar or cther industries 
hen such tariff? would not be necessary 


Ballentyne deals with labour conditions, 
work loads and wegea of Dominion Textile 
O66 


Average real wage per employes hour rose 
in proportion as tht pr oiuctivity of the 
worker inerengod, labour thereby shartag 
in the increased production of wealth 


Quotations fran Fesasenden's report re 
wagea paid in grey mille of Demint on 
Textile Cok (ix, 1209 p. 16, 17 ant 18) 


According to Fesosanden’s report in 1919 
wage increases caught up with the rising 
eost of living ani real wees began to 
ahoot up 
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Wages ani Selarios » § 


Ballantyne thinks Fessenden means that 
people whe have followed these wate 
raves Ore aur prised to find that the 
actual real woge that has been paid is 
going up 


Oaly 2.92% of total sum paid out in 
salaries end wages fran 1930 te 1936 
went to head office exeeutives (Bx, 519) 


Ratio of executive salareis to net sales, 
1934, 1955, and 1956 (Hx, 517 and 519) 


Average salaries paid to exeout ives in 
19%, 1936 end 1936 


President's salary of $21,500 is hi cheet 
salary being ald at vresent t ime 


Ballantyne e.ys mlaries paid te Dominion 
Textile exeout ives would be eonsidered 
amali in other industries 


18061 

On tasis of whet worker sould haw earned 
in amther kindred woupation, Company could 
have reduced wages three yeare before it 
did, and co.ld have reduced them to a 
mueh preater extent 


Metiode employed in fixing wage rates 


Establishment of besie wage emi standard 
week adopted from Exnelish practice 


Rates of wages pald (Eve p. 4600 to 4506; 
4725 to 8929; Bx, 265,268, 273,375) 


In 41] cases rites of wges are baged uwnon 
a §8~-houv wook 


Statements prepared by seeretary of 
Comission showing wages paid in all mille 
of Commny (Ex. 1847, 1248, 1240 and 1252) 


Bmibit 1258 shows classification as to 


woekly earnings in artificial silk and 
cotton yarn and cloth iniustries 


lew wages are recormied 
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Wages and Salaries « 6 


Rates per unit of proiustion and rates 
per unit of picee workeproduction are 
how posted in the mills, tut not the 
hourly rates 


Gordon mys it would be impossible to 
put all details of pleee-work eamings 
On Pay enrelLopesg 


Gordon gays worker can find out how much 
en hour or plese he is getting 


inployees do not want each other to know 
teir hourly rates 


Ballantyne agrees thet exployees are en- 
titled to fini out for himeelf basis on 
waieh they are being mid 


@lL witnesses exomined at Guebee swore 
they did not know how they were being 
paid 


Ballantyne says Company made no atterpt 
to keop it wage rates seevet from ite 
employees 


Relationship of wages to 
{a) Cost of production, ani 
(b) Total salaries and wages 


Will wages form g#econd largest item of 
production cost 


Exhibit 1230 (distribution of sales 
coller 19027+1936) shows importance of 
mill wages as an element of the sales 
doliar 


Exhibit 619 shows relationship of mill 
wages to totel galaries and wages paid 
for seven years ended March 31, 1956 


Minimum Wage Lawa in Quebed for Wooen 
(vid. Gustave Franeg, pe 10782 to 10794) 


Rates established for textile industry 
in Quebec 


For 1955 for iniustries reported, average 
wages for women textile workers were sixth 


highest in Montreal and Quteide Montrea] 
they were second highest in the Prorines 
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Wagee ani Salaries « 7 


Deminion Textile not only complied 

with minim wage Laws, bat wages 

paid to female workers were sous derably 
in excess of legal minima 


wage Classifications of feusle workers 
at Sherbrooke based a standard week 
of 55 hours 


Ham ibit 294 shows that « jarge percen« 
tage of female wm ployees are earning 
at mites considerably in excess of age 
tablished minimum rates 


Highest group rate fixed by Minteaas 

age Board is 869 whereas the average 
mate paid for three groups in eity mills 
Was 3.Sl¢ 


Average rate fixed by Mindmumn Wage Beard 
for groups cubeide Montreal is 19,209 
whereas aver:ge padd by Dominion Textile 
wae 28,91¢ 


Trend of wages since 19380 


Reductions of ealaries ang weapon dus ine 
dep masion years 


While total salaries declines 12,06% 
in 1953, mill wages (on a fall time 
basis) increased 2.664 over san period 


Firet dmportant reduction in salaries 

was male in LOS1-SSghead office executive ga 
salaries by 9.21%, other salaries by 

6.56% 


foteal mill wages paid over past # years 
have averaged 66.26% of Company's total 
Gisbarsaente for galeries end wages, 
the balance of 13.74% being head office 
execu: ive, administration and selling & 
mill seleries 


Only by reducing mill wages could any 
real saving be mele with the item of 
selaries and wages 
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Yeas and Salaries « 8 


Reduetion in mill wages was not made 
before Company had eonpleted three 
Sussessive years of relatively poor 
business and had almady teken drastic 
steps in the reduotion of salaries and 
Uvidents 


Za apite of woge deerease in 1933, the 
workers actually earned pmctisally aa 


mich that year ae they had earned during | 


previous year, tut hai to work Longer 
hairs to do it 


fnorcased hours of lebour was vesalble 
becouse the Company was able to e211 
ite goods at e lower price « Had it not 
been poseible to rdues erices there 
mig not have been as much work evalle 
able for the workers at the old rates 


If Company had mowathat 1934 was going 
to tur out much better than 1933, 4 
probably would mot have vedueed wa gos 


Company has inoreased wages ginee the 
cesention of hearings by the Comission 
increase affective Decesber 7, 1956, 
and reatepes wages to Level existing 
rier to April 10, 1935 


Svidence of M411 Baployses 


Evidence of Rose Provencher wea not 
correct (Bvid. ps. 4509} 


Genersl nature of couplaints at 
Bierbrooke wag « 

(1) That number of machines had been 
inevensed x thout a Carrespoend ing 
inoreass in pay 

(2) Pet the job ausicnment waa tac 

he owy 

(3) That in some eases operatives were 
obliged to work before 7 in the monn ing 
em to do orertine 


Pive witnesaes whose pay envelopes 
iniiested low earnings for fortnightly 
periods hat only worked art tine 
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Wagesami Salaries « 9 


Right witnesses knew the basie of thir 
pay 


Compaainte as to ignorance of basis of 
pay 


Lous Boutet, formnnof the Spinning Dept. 

said pates por unit of production were given 
to my employees who demanded them and thet 
@ploners ‘mew amount paid per hank (2v.8730) 


Ballantyne says Butterworth, overseer of 
Hap and Cloth Room went to Superintendent 
and @t the gives in his Separtment a n 
inerease in my (fv. p, 2418) 


Bouche y end Tremblay, foreseu of Card room 
emi Thread Find shing Dept. respectively, 
Stated that ell ratesof pay were available 
in thelr offices to the workers (Lvs pe 5308 
3994 and 3208) 


Chauberlend, everaser of weaving Dept, 
ateted that sucunt of production at 
style per machine is roasted and eno Loyee 
may obtain me per unit upon request, 
(iv. p. 3444 end 3445) 
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Ratensive overhauling of mehinery is depre- 
¢is tion 


Ex. 329 eatates that Company tock more than 
mfficient depreciation te take care of ac» 
tual wears end tear and to cover eapitel lowe 
sea anounting to @540,000 up to 1924 


Heward aays depreciation should be written 
On cost 


Table showin, sucewry of charges for depre» 
Giation, ete., ani average annual charges 
for depreciation, ete. (Sx. 1378) 


Zatimated and normal life of mill equipment 


When equipment is pleced in a new mill or 
replaced 14 io a capital charge but if this 
equd pment is charged to profits the mili is 
kept up to date out of profits and not out 
of depreciation, It depreciation is taken 
on capital emochinery at the seme time, this. 
makes a double charge 


Comparigon of American and Canadian prices 
imtices sinee 2980 (Ex, 1972) 
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Deninion Cotton Mille et al & Gdorge Amyot 


jwignent of the Judicial Comittee on 
Dominion Cotton Mille 


Shacew of Dominion Gotten Mille fell to Ré¢ 
im 1901 


Evicenee of Sir Herbert Holt 
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16784 Me, Meituer ani Mr. Heourd agree that the only 
scientific mt od of considering the business 
and Pinenelal affaires is to disrecard Fernporae 
ry bank loans, but if a large amount of pers 
manent capital ia borrowed from the bank Lt 
mould be tuken in as capital 


18790 tr. “ohuer conflicts with Dominion Textile 
Compiny On question of principle in connection 
with depmeel ation and acnreisais 


18602 Heward agrees with Mr. “otuer's basis of stu- 
dying the recor of earnings of the various 
textile companies, iee,, the percentage of 
revenue On Capital employed in the industry, 
and act profit on sales 
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Textile industry in Canada has not been ime 
perilled by the sale of Javanese textiles in 
the Canadian market, and the competition has 
been inconsecuential 


Total imports from Japon, 1984, 1925, 1936, 
(Ex. 667) 


fanart exporte to Japan, 1934, 1985, 1936 | 


Volum of imports of artificial afik fron 
Japan in 1956 amounted to @199,000 out of 
total imports of $4,296,000 


To baye acceded to demania of textile 
industry in denuery, 1956, to excinie 
Japenese textiles would have ceen detrimene 
tai to Canade in view of Japan's purchases 
from Canada being 4) tines her salea to 
Cenada 
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18944 ietimated ani normal life of mill equipment 


16945 When e@guipment ie nlesed in a new mill or 
vepleced 1% is a capital charge but if this 
eguiyment ia charged to profita the mill ie 
opt up to date, ot of profite, ani not 
out of depreciation, If depreciation is ta~ 
ten Gn Gapltel machinery ot the enme time, 
this makes @ double charges 
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There is nothin: perticular shout the textile 
industry that is indigenesus to Canade 


Regtlar aditers sahbould have been used in Law 
stend of Classco 


Comparison of 4meriean ani Gane don price 
indices «ince 1920 (ex, 1872) 
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Shipments by Dominion Textile Compa ny 
others during 1934, 1935 and 1936 (Hike “is73) 
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Mr. “gituer in referring to Heward's suggest~ 
ed anendment to Seetion 35 of the Customs 
Ast atates he ie looking at 1t from the point 
of view of expansion of trade rather than for 
the further protection of the industry. 
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